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FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART I 


(Section 1) 


(Meeting held at Headquarters, Air Matériel Command, Wright- 
Patterson Air Force Base, Dayton, Ohio) 


MONDAY, AUGUST 18, 1952 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DePparTMENTS,' 
Dayton, Ohio. 

The Subcommittee on Intergovernmental Relations met at 9:30 a. 
m., Monday, August 18, 1952, at headquarters, Air Matériel Command, 
U.S. Air Force, Dayton, Ohio, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present : Representatives Herbert C. Bonner, chairman; (Mrs.) 
Cecil M. Harden, Charles B. Brownson, and Thomas B. Curtis. 

Staff members present: Thomas A. Kennedy, general counsel; Ray 
Ward, staff director; and Herbert Roback, staff director, Reorganiza- 
tion Subcommittee. 

Air Force members present : Hon. Roswell Gilpatric, Under Secre- 
tary of the Air Force; Lt. Gen. E. W. Rawlings, commanding general, 
Air Matériel Command, Wright-Patterson Air Force Base; M: aj. Gen. 
W. H. Tunner, deputy commander; Maj. Gen. M. E. Bradley, Jr., 
Directorate of Procurement and Production; Maj. Gen. C. A. Brandt, 
Directorate of Maintenance Engineering; Brig. Gen. L. R. P ae 
Directorate of Supply and Services; Brig. Gen. W. T. Hefley ; Col. C. 
Pratt Brown, commanding officer, Wright-Patterson Air Force Base; 
Col. James A. Mullins; Col. Lester W. Light; Col. W. E. Carter; Col. 
W. B. Packard; Col. Lee W. Fulton; Col. William E. Sault; Clarence 
Dahm and J. N. Cunningham. 

Mr. Bonner. The subcommittee will come to order. 

Before proceeding with the hearings, I have the honor to introduce 
to you the members of the subcommittee and the fine staff. On my left 
is Mrs. Harden, ranking Republican member; next is Mr. Brownson 
of Indiana; next is Mr. Curtis of Missouri; my name is Herbert C. 
Bonner of North Carolina. 

The staff members are: Thomas A. Kennedy, general counsel of 
the full committee ; Ray Ward, staff director of the subcommittee; and 
Herbert Roback of the Reorganization Subcommittee. 





1 Name changed to Committee on Government Operations, July 4, 1952. 








2 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


It is a genuine pleasure to be able to accept the invitation of Secre- 
tary Gilpi itric to come to Dayton to learn as much as possible about the 
operations of the Air Matériel Command. Certainly no one can con- 
tend that he knows all of the detailed workings of your great organ- 
ization. Members of the Congress have a tremendous responsibility 
in passing legislation and in investigating the operations of govern- 
ment and must, of necessity, rely more or less, on general principles, 
and to a large extent upon the application of common sense. 

We all know of our staggering national debt, which exceeds $260 
billion. We know that the annual budget is in the magnitude of $80 
billion. In view of world events, we know that we are and must 
engage in large-scale spending for years to come. We know from our 
own experienc aa from the excellent report of the President’s Mate- 
rials Policy Goamaisdad that we are getting to be more and more a 
have-not nation with respect to national resources. We know first- 
hand from our overseas experience that we are scouring the face of the 
earth to procure critical and strategic materials so vitally necessary 
for our defense efforts. From these facts we know that the time is 
coming when we will be like many of the countries in Asia, Asia Minor, 
and Europe which have depleted their national resources and have 
ceased to be important powers. 

During the Eighty-first Congress we started detailed studies of 
supply management, particularly in the military services. We have 
found many evidences of overlapping and duplication in the common 
fields of supply. Our report No. 658 was critical of these practices, 
and some of the criticism was directed to the Air Force. Later we 
made an inspection trip around the world and saw the same wasteful 
practices carried on in many places. Our more recent report No. 
1994, based upon some 1,500 pages of hearings, is perhaps more criti- 
cal of the Air Force, since it was very ev ident to the subcommittee that 
the Air Force intended to set up its own supply service even for com- 
mon items and perhaps to set up other technical service groups as well. 
I mean by this ordnance, chemical, engineer, signal, and so forth. 


O’MAHONEY AMENDMENT TO APPROPRIATION ACT 


The reports and hearings of the subcommittee were used extensively 
during debate in the House and in the Senate and led to some im- 
portant appropriation cuts and legislative action taken in both the 
House and the Senate. The so-c alled O’Mahoney amendment (sec. 
638 of the Department of Defense appropriation bill, 1953), stems 
in part from the information provided by this group. We feel also 
that recent action by the Secretary of Defense in the establishment 
of a logistic command in Europe, in stopping further Air Force 
supply expansion in Europe, and in strengthening the Munitions 
Board with the issuance of the new charter endorses and supports 
the subcommittee’s work. 


ATR FORCE SHOULD TAKE LEAD FOR UNIFICATION 


We are all very proud of the Air Force and feel that it is a wonder- 
ful organization; and, as I recently stated, it constitutes our first 
line of offense and defense. We need a powerful Air Force, and we 
need it now. At the same time, it is the feeling of this group that the 
Air Force has been making a mistake in playing the game of the 
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Army and the Navy, insisting on being completely autonomous in 
supply where it is not necessary and in creating triplicating facilities 
for common services. If the Air Force, which is a new group and 
unfettered by too long tradition, would take the leadership in fighting 
for unification where unification is practicable, I believe that untold 
sums of money would be saved and that the Air Force would be un- 
doubtedly the biggest benefactor through the savings. May I urge 
upon you gentleme n to consider this thought very seriously, and you 
can cert: ainly rely upon the support of this subcommittee in helping 
you in such a cause. If, as Secretary Finletter stated, all that stands 
between us and a strong Air Force is money, any savings effected in 
supply management can be translated into air strength. 

I understand that your plans are to present a briefing to the sub- 
committee and that we can then see what is to be seen within the avail- 
able time. I would suggest that we meet again tomorrow for a ques- 
tion and answer period. As you know, we have decided to spend two 
full days at this command. 

Gentlemen, the Congress of the United States has reached a limit 
in raising taxes, and yet the operation of the Government continues 
to call for more money. As we stated in our trip around the world 
to various groups, we have scraped the bottom of the barrel and 
we cannot go any farther. It is necessary that the Congress, both 
Democrat and Republican Members of: Congress, apply ‘themselves 
diligently to the subject of reducing the tax burden on the American 
people, and you gentlemen are just as much interested in this as any 
other citizens of the United States. 

I don’t know of any group of men that I admire higher than those 
who wear the uniform. It is with no spirit of criticism or a personal 
desire to criticize that I or any of our subcommittee have begun these 
inquiries. It is for what we think is in the best interest of the country. 
We are open to suggestions to see whether we are right or whether 
others are right. 

SECURITY MATERIAL 


Now, with respect to the proceedings, it has been the custom of this 
subcommittee in the past when we have held hearings that the hearings 
have been gone over by the various departments of the Government 
for the extraction of security matter. This subcommittee and the full 
committee and its staff are cleared for security. It was my plan 
this morning to hear what you may have to say and leaving out 
security or restricted matter. Mr. Brownson has with him his secre- 
tary who has not been cleared by the full committee or the chairman 
of the full committee ; so I wanted to ask you, General, that question. 

Mr. Brownson. Might I suggest that if there is any restricted mat- 
ter, that there would be no hesits ition at all about Mr. White’s leaving 
during that portion of the testimony. 

However, I think it would be very helpful, in view of the difficulties 
that we ran into in our trip around the world, to see that any re- 
stricted matter is clearly labeled beforehand for the record so that 
we may have a clear differentiation between the restricted parts and 
the parts of the record which we will later be able to print. After the 
restricted matter-was taken out of our reports on the trip around the 
world, we find in reading the printed hearings that there are many 
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places where it doesn’t make sense because of the censorship it had to 
go through. I feel sure that the Air Force officers in their testimony 
will be able to make this differentiation so that we can have a most 
coherent hearing for publics ition. 
Mr. Bonner. I don’t know, Mr. Brownson, what can be done here. 
What is your idea about it, Mr. Secretary and General Rawlings? 


STATEMENT OF HON. ROSWELL L. GILPATRIC, UNDER SECRETARY 
OF THE AIR FORCE 


Mr. Griparric. We can adapt ourselves to any procedure the com- 
mittee chooses to follow. Of course, it is easier for witnesses not to 
have to ask themselves questions before they answer whether their 
testimony would be classified or not. I myself find very often that 
this is difficult. At one time in my appearance before your committee 
I didn’t know certain information was classified until I asked. But, 
in view of Mr. White’s presence, I think we will have to do the best 
we can and try to indicate, as Mr. Brownson suggested, when we are 
going off the record, so to speak, so far as classified material is con- 
cerned and let you deter mine, Mr. Chairman, how you want to handle 
it at that point. 

Mr. Bonner. I do not want to be responsible for matters in your 
testimony that are classified or restricted. I don’t know what is the 
best thing to do here, Mr. Brownson. 

Mr. Curtis. Mr. Chairman, I would like to make this one state- 
ment on this subject. I believe that what Mr. Brownson is pointing 
out is very true. The hearings that we had overseas, when you come 
to read them, after all, are only of value, real value, if they are perma- 
nently printed and available to the other Members of Congress. After 
all, we are simply a committee of the Congress, a sube ommittee of a 
committee, to report back our information, and if there is too much, 
we cannot report back on memory. Our memories usually don’t serve 
us well enough to recall the restricted matter, the details of the re- 
stricted matter, which has been deleted. So, from the standpoint of 
making the hearing the most helpful to the Congress, it would be 
necessary, I would ‘think, to put the burden on the various witnesses 
to specify when they are going into restricted matters so that it doesn’t 
become garbled and inter mingled. 

I agree that that procedure probably interrupts the free flow of 
thought of the witnesses if they have to think that way, but the end 
result is what I am thinking of. We should have as much of this 
available to the Congress in the written he: arings as possible. 

Mr. Bonner. In our around the world hearings we have the original 
transcript. It was deleted by various departments of the national de- 
fense and then printed after the deletions. Of course, in writing the 
report members of the staff have had the advantage of hearing all of 
the testimony, and where there is any doubt in their minds they have 
available the original transcript that they can go back to. 

Mr. Brownson. Mr. Chairman, don’t let the problem of Mr. White 
interfere at all. It makes no difference to me whether he sits in on 
this hearing or not. 

Mr. Bonner. Would it be agreeable to let Mr. White withdraw from 
this hearing and then go through the installation? Will that be all 
right? 
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Mr. Brownson. It would be agreeable. 

Mr. Bonner. Thank you. 

I hope you appreciate our situation, Mr. White. 

(Mr. White left the hearing room at this point.) 

Now, General Rawlings, we are ready to proceed if you are. 

Mr. Gitratric. I would like, if the subcommittee is willing, to make 
a brief statement before General Rawlings introduces his “presenta- 
tion that will be made on the form of our program here. 

As I said to you personally, Mr. Chairman, I am very appreciative 
that you have taken the time, you and the other members of this 
committee, to come to this command, because, as I found when I 
entered the Government service and as you found in your own field 
trip, the best way to get at the facts is to come to the place where 
the work is done. The individuals who are doing that work are in 
the best position to answer questions and give you first hand the 
information you seek. 


HEADQUARTERS FOR AIR FORCE SUPPLY AT AMC—DAYTON 


This happens to be, as you well know, the headquarters of our sup- 
ply activities, and therefore the general and I are grateful that you 
included this in your itinerary. 

Now, in view of your familiarity with the subject of supply man- 
agement and your visits to other Air Force installations as well as 
the heari ings you have held, we felt it would not be necessary to put on 
before you an elaborate long drawn-out program of formal presenta- 
tions. ‘So what will follow will be a brief statement by General 
Rawlings of the work of his command and then a series of short pres- 
entations. I don’t think the whole thing will last more than an 
hour. 

There will be statements on the work at the command in the fields of 
programming, distribution, maintenance, cataloguing, and determin- 
ation of requirements. Then, after those statements, we are leaving 
it to you to tell us how you would like to proceed. In other words, 
you can indicate by your question or you can determine any way you 
choose whom you w ould like to talk to and where you w ould like to go 
in the command. 

There are a number of officers here who are by no means familiar 
with this field, and rather than having a lot of people sitting around 
here who aren’t needed at the time, we again will have to see how the 
questioning develops, and it may be we will bri ing in some other officers 
if your questions indicate they are needed. 


AIR FORCE INSTRUCTS COMMANDS AS TO COMPLIANCE WITH SECRETARY OF 
DEFENSE’S DIRECTIVE OF JULY 17, 1951 


Now, before General Rawlings speaks to you, I would like to apprise 
the committee of two things that have happened since Mr. Finletter 
appeared before you in June when I was aw ay. 

In the course of that hearing you indicated that in your trip to the 
field last fall you received the impression that a number of the officers 
in the Air Force outside of headquarters did not have an awareness 
of Mr. Lovett’s directive of last July, which you remember was issued 
practically on the eve of your first hearings. On the contrary, you 
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found that a number of Air Force officers whom you questioned were 
proceeding on the assumption that those instructions from General 
Kessler were still the policy guide for the Air Force. As a result of 
what happened at that hearing in June, Mr. Finletter and I felt we 
ought to remove any questions or misunderstanding in the field. 
Therefore, we asked General Cook, Deputy Chief of St aff for Matériel, 
to send out to the principal commands affected an instruction that 
would leave no question on the subject. I would like to read for the 
record, and I will be glad to give to Mr. Kennedy copies of the instruc- 
tion that went out. 

These instructions went out on the 16th of July, and they went to the 
headquarters of the overseas commands in Europe and the Far East, 
Alaska, and to what we call the Northeast Command; that is, New- 
foundland, Greenland, Labrador, and areas in the northeast portion 
of the Atlantic. The telegram from General Cook to these commands 
read as follows: 





With reference to assumption of supply and maintenance functions heretofore 
performed for the Air Force by the Army Technical Services Air Force policy 
will continue to be that no take over will be implemented except where it is 
definitely determined to be both efficient and economical and then only after 
approval of the necessary agreements between the Army and Air Force by the 
Secretary of Defense pursuant to OSD directive of July 17, 1951. 


REGULATIONS UNDER 0’MAHONEY AMENDMENT 


The second development is the proposed issuance, as you know, of a 
series of regulations by the Secretary of Defense pursuant to the 
O’Mahoney amendment to which you referred and in the enactment of 
which your subcommittee had such an important part. 

Now, those regulations have not been formally put out, but they 
have been circulated recently in draft form among the three Depart- 
ments for comments. I do not have the final directive, because it has 
not been issued in final regulations, but I think there is one provision 
in the draft of the regulations which I would like to bring to the 
attention of the committee even though it is not yet effective. This 
section reads, and I quote: 

Headquarters and supply services expansion prohibited. Effective on and 
after September 8, 1952, until modified by directive issued by the Secretary of 
Defense and regardless of any prior interdepartmental agreements and with- 
out the necessity of any implementing directive described in paragraph 4-1 
below, no additional independent or expanded supply facilities for common 
use standard stock items of supply shall be created without the prior approval of 
the Secretary of Defense 


ARMY TO SUPPLY AIR FORCE AS BEFORE 


5 Therefore, I can say to you, Mr. Chairman and the members of your 
committee, that in the minds of the Air Force and the top officials 
there is no question in our minds that without prior expressed approval 
of the Secretary of Defense the Air Force is not going to take over 
, from the Army in Europe, in the Far East, in Alaska, 0 wr any other 
; part of the world any supply service or function that has been per- 


An 

formed for it by the Army. I think it is perfectly clear that the in- 
: tention of the July 17 directive is understood and that the point you 
F raised with Mr. Finletter about the impression in the field has now 
a been corrected. 

ms 
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Unless you would like to ask me any questions now, that will com- 

lete my part of it. Of course, I will be here through the rest of the 
Sessions 

Mr. Bonner. Let me ask you this. What will be done to retract 
the steps and processes that have already been initiated and taken 
in the field ? 


UNIFIED COMMAND IN EUROPE 


Mr. Ginpatric. Mr. Chairman, the only actual transfers that took 
place at all were in the zone of interior, the Quartermaster Corps 
supply area, and I believe a few minor steps may have been taken in 
Europe; but nothing happened in the Far Kast except talking and 
planning and programming but no actual transfer and therefore there 
is no actual transfer to be undone. Now, in Europe, the creation of 
a unified command to which you referred will, I hope, straighten out 
the situation that exists there since the freeze of last March, because 
since that date and since there was a definite suspension of even plan- 
ning as of Jast March there has been some confusion as between Army 
and Air Force supply officers as to what is going to happen. 

Incidentally, an Air Force officer, General Crawford, will be the G44 
in the joint headquarters of the unified command in Europe. 

We are hopeful after the issuance of these regulations by the Secre- 
tary of Defense that we can give the field definite guidance on where 
they go from here. They will have to work out between the two serv- 
ices in the field who is going to do what, and if it involves any trans- 
fer in any area where the Air Force may be dominant or may be the 
only service in use, such as North Africa, of a function of the Army, 
it will have to come back to he: adqu: irters to be approved by the Secre- 
tary of Defense and reported to Congress. I don’t know of any specific 
transfer of function that actually took place in Europe. Am I wrong 
about that? There was a division of assets. There was an account- 
ability worked out between the two services. But the Army has not 
turned over to us any supply function as yet to my knowledge. 

Mr. Bonner. Had you rather have this briefing and then come to 
your questions and answers, or would any member of the subcommittee 
like to ask the Secretary questions pertaining to this phase right now 4 

Mr. Curtis. I would like to ask questions on this one phase, Mr. 
Bonner. 

Mr. Brownson. May I suggest we ask questions now on this one 
phase of the Secretary’s introductory statement, and later on the 
balance of the briefing. It seems to me that if we held our questions 
until after we were able to go around the installation and asked them 
all at once, we might get a more coherent record. 

Mr. Giipatric. I would like to clarify one part of my statement. 
Colonel McCawley tells me in the Quartermaster area there were some 
items turned over by the Army to the Air Force. In order to pursue 
this. I would like to look into it and tell you what we are going to do. 

Mr. Bonner. I do think, Mr. Secretary, that you should have an 
opportunity to look into that, because I can understand why you can- 
not answer it right away. There were some things that this subeom- 
mittee saw that have actually taken place. So we probably might wait 
until we have this hearing and then look at the installation and think 
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things over and then come back for some questions. So we will pro- 
ceed that way. 

Mr. Curtis. We are going to ask him questions on his principal 
statement right now; are we not ? 

Mr. Bonner. Yes, if you care to. 

Mr. Curtis. I did not want to get ahead of Mr. Brownson. 

Mr. Brownson. I would rather defer mine until we come back from 
inspecting the base. 

Mrs. Harpen. I have no questions at this time. 


PROGRAMING FOR AIR FORCE 


Mr. Curtis. Mr. Secretary, after we made these findings, and, of 
course, we had the budget then before our Appropriations Commit- 
tee, we then tried to get into translating this programing and plan- 
ning that we saw the Air Force doing into terms of dollars and where 
it was in the budget. We had a very difficult time, but I think we did 
pinpoint some of it. I was wondering, now that you have definitely 
eliminated this programing and planning, is the next step being 
taken to where it will be eliminated in a revised budget, because there 
is where we are getting down to what we are interested in. 

Mr. Gitpatric. We are not going to budget it in fiscal 1954, and I 
do not know of any place in our fiscal 1953 ‘budget where we had any 
funds to provide for the transfer of the supply function from the 
Army. 

Is that correct, Colonel McCawley ? 

Colonel McCawtry. You are correct. 

Mr. Gripatric. We have no funds, but I can say definitely, be- 
cause I am now working with the Secretary, Mr. Finletter, on the fiscal 
1954 budget presentation for the Office of the Secretary of Defense, 
that we are very specifically not going to budget. 

Mr. Curris. For example, Mr. Secretary, in an item like warehous- 
ing, did you break it down? In your budget there was additional 
money for warehousing, but has the amount of money requested for 
warehousing been cut ‘back to meet the present needs without this 
planning and programing that was going on! 


WAREHOUSE FOR AIR FORCE 


Mr. Griiratric. Mr. Curtis, one of the differences—and I hope there 
are not many—which we have with the committee is over the necessity 
for warehouses that we feel exists regardless of any take-over from 
the Army. The Air Force has already expanded more than 100 per- 
cent since before Korea, and we are going on further from our pres- 
ent strength of 95 wings to 143 wings, which is another 50-percent in- 
crease in strength before mid-1955, which is the present target date 
for the achievement of that goal. It will be necessary in carrying out 
that program to have more facilities, and we are coming back to Con- 
gress, to the Appropriations Committees, next fall with another pub- 
lic works program in which there will be warehousing requirements. 

Mr. Curtis. I appreciate that, Mr. Secretary, and I hope you ap- 
preciate my position. I am using warehousing as an example to illus- 
trate our difficulty in digging into the budget this last time to find 
out where were the items to implement this program and planning. 
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Now, there must have been items in there for warehousing. You have 
to have it. 
Mr. Gitpatric. Yes. 


BUDGET SHOULD SHOW CUT-BACK OF $20,500,000 


Mr. Curtis. Now that you are not doing it, we should show a cut- 
back in your expansion program. 

I will grant you there will be an expansion program, but so often 
Congress goes ahead and issues a general directive, and then when we 
try to find out where we have saved any money, we don’t see it in the 
budget that comes before us. Therefore, the budget never seems to 
reflect these savings that we are supposed to get by changing our over- 
all policy. 

Mr. Giipatric. I think you are right. I think we ought to show in 
our fiscal 1954 public works program where we started from and 
wher ewe end up so you can get some cone eption of the program and 
our warehousing requirements. 

Mr. Curtis. I again say warehousing is simply one of the many 
examples in this tremendously complicated supply field. If you are 
going into a new program like this, you would have to ask for addi- 
tional money. 

Mr. Gitratric. We will try to do a better job of identifying the 
budget category in this field when we come up with our fiscal 1954 


budget. We are at a point where we can place that into the budget 


system more readily than we could late last June when you were ask- 


ing the questions, but when we didn’t, I don’t think we gave you the 
information you wanted. 
(The information requested follows :) 


DEPARTMENT OF THE AIR ForcE, 
OFFICE OF THE UNDER SECRETARY, 
Washington, September 11, 1952. 
Hon. HERBERT C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee, 
House of Representatives. 


DEAR Mr. CHAIRMAN: During the hearing conducted by your committee at 
Wright-Patterson Air Force Base on August 19, 1952, you asked me whether or 
not any savings could be made in the Air Force public works programs for fiscal 
year 1953 or for fiscal year 1954 as a result of the suspension of interservice 
transfers of supply responsibilities from the Army to the Air Force. 

As you are well aware, the Air Force is in a period of rapid expansion: from 
the 48 wings we had before Korea to the 148 wings approved by the Congress. 
A good portion of the supplies and equipment needed to support and maintain 
this greatly enlarged force goes directly from factory to Air Foree units; an- 
other substantial portion flows through our depot system. Obviously, the ware- 
housing system which had been reduced to meet the relatively small require- 
ments of the 48-wing program was not capable of fulfilling the needs of our new 
strength. 

At the present time we have in the continental United States less than two- 
thirds of the warehouse space needed to handle efficiently the technical type of 
supplies required for our 143 wings. This estimate includes the space that would 
be needed for the Air Force to house common-use items. As a direct result of 
this shortage, many valuable goods are stored outside, and our warehouses are 
filled to the extent that working space and fire lanes have been reduced 
dangerously. 

We have a program to correct this condition. Over the next 4 years we hope 
to provide the minimum space required by the air technical items, but not the 
common-use items. Even at the end of 4 years, therefore, some open storage 
must be resorted to. This program may seem to be unduly extended in time, 
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but we have adopted it so that more of our funds can be devoted to installations, 
the need for which is even more pressing than warehousing, and so that our 
requests to the Congress will be truly rock bottom. 

As you can see from the foregoing, there is not much immediate hope for 
reductions in the Air Force’s long-range warehouse requirements. We have, 
however, deleted some warehousing from earlier estimates of our overseas 
requirements: warehousing which would have been used for common-use items. 
As a result, our fiscal year 1954 public works program will be $20,500,000 less 
than it would otherwise have been. 

Sincerely, 
RosweE ty L. Giipatric. 

Mr. Curtis. Thank you, sir. That is all IT have, Mr. Chairman. 

Mr. Bonner. General Rawlings, will you have each of the witnesses 
identify himself when he gives his presentation so all of us will know 
who he is? 

Mr. Brownson. Is it understood that each of the witnesses will state 
when his discussion concerns restricted material ? 

Mr. Bonner. Yes, sir. 


STATEMENT OF LT. GEN. E. W. RAWLINGS, COMMANDING GENERAL, 
AIR MATERIEL COMMAND, WRIGHT-PATTERSON AIR FORCE 


BASE 


Lieutenant General Rawiines. We have tried to prepare our pres- 
entation so it will be the kind of information you can use directly, and 
it would only be in relation to questions that might come up where 
we might get into restricted matter so far as we know at this point. 

Mr. Chairman, members of your subcommittee, and staff members, I 
am General Rawlings, Commanding General of the Air Matériel 
Command, and I would like to say we are most happy to have you 
with us and to have an opportunity to tell you a little bit about our 
organization and operation, what we are trying to do here at the Air 
Matériel Command headquarters in our field organization. 

We have tried to lay this presentation on such a basis that it would 
give you a broad understanding of our organization and procedures, 
and so forth, and it should consume only about an hour without ques- 
tions. Then we are prepared to proceed however the subcommittee 
desires. 

AIR MATERIEL COMMAND 


Wright-Patterson Air Force Base is the home of the headquarters 
of the Air Matériel Command. We have approximately 20,000 peo- 
ple here engaged in that activity, and in addition to that it is the head- 
quarters of the Wright Air Development Center, where a good deal 
of the research and development work of the Air Force is directed and 
carried out. Historically it is the home of the research and develop- 
ment activity of the Air Force, having started out at old McCook Field 
back in 1917 and eventually ending up at Wright Field here at this 
base. 

In addition to those two activities, we have the Air Institute of Tech- 
nology, which is a part of our air university system set-up for the 
purpose of giving education to our officers in the technical field of aero- 
nautical engineering and the management aspect of our engineering 
program. That is located here primarily in order to be near to the 
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technicians at the laboratories, and it also gives them an opportunity 
to learn first-hand about our operations in that field. 

We also have located here the general representatives of the Bureau 
of Aeronautics for the central district of the United States, under 
Admiral Peal, and he has approximately 100 Navy personnel who work 
on their engineering production problems in the aircraft procurement 
program of the Nav y and have very close contact with us. 

Then we have a small joint opel ration called APRA, which is under 
the Munitions Board and which is an operation set-up for the purpose 
of coordinating our technical production procurement problems be- 
tween the Bureau of Aeronautics and the Air Force. The Army also 
has representatives on that committee. That is primarily for the pur- 
pose of handling materials critical components that are common in 
our aeronautical programs and that sort of thing. 

We also have a fighter unit that is located at this base for its 
protection. 


MISSION OF AIR MATERIEL COMMAND 


The Air Matériel Command is the Air Force agency which is charged 
with providing logistical support to the Air Force. With the excep- 
tion of subsistence and medical supplies, for which we have no supply 
responsibility, we are responsible to General Vandenberg and to the 
Secretary for getting the matériel required for effective logistic sup- 
port to our Air Force combat forces world- wide. As you know, we 
receive a good deal of help in carrying out this mission from the Army 
and Navy and General Services Administration in conection with the 
various aspects of procurement, bulk storage, and maintenance. In 
the United States, the Air Matériel Command ships supplies direct 
to Air Force bases, or asks the Army to do so, whereas in overseas 
areas, we, or the Army, distribute to a theater depot which ships to 
Air Force bases. We prescribe supply and maintenance procedures 
which are mandatory upon Air Force organizations world-wide. We 
= not control the logistics arrangements overseas. These are arrange d 
by the theater commander, subject to dire etions : from the Secretary’s 
level in Washington. 

Our relationship in the Air Force structure is roughly comparable 
to that of the bureaus of the Navy or the technical services of the Arthy, 
with two exceptions. 


AIR MATERIEL NOT STATUTORY 


We are not a statutory agency as are the Army and Navy agencies. 
Secondly, we have a single supply organization within the Air Force, 
not several bureaus or technical services in the supply system. It is 
a single supply system. 

In our general organization we have eight air matériel areas which 
are geographic in scope, and you will get a detail of them a little later. 
Our major depots also are at these air matériel area headquarters 
located at ens Pa., Mobile, Ala., Ogden, Utah, Oklahoma 
City, Okla., Sacramento, Calif., San Antonio, Tex., San Bernardino, 

Calif., Warner » Robins in Georgia, and the Spokane depot coming into 
the picture at Spokane, Wash. Currently it is being jointly used 
with the Strategic Air Command and as one of their new bases comes 
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in we will be able to utilize that with some units remaining from SAC. 

To man that part of our operation on the 1st of July—actually the 
30th of June is the date of the figures—we had 122,231 civilians, 14,490 
enlisted personnel, and 1,930 officers, for a total of 138,651 personnel. 
Each of these depots was built either before the war or early in World 
War II. So, none of these depots was built since the last war. In 
addition to that, we have seven specialized depots which are specialized 
storage depots. They are at Rome, N .Y., Gadsden, Ala., Cheli, Calif., 
which is outside of Los Angeles, Mallory at Memphis, Tenn., Wilkins, 
Ohio, Gentile, Ohio, and Topeka, Kans. These depots are manned 
with 17,256 civilians and 185 officers for a total of 17,441 personnel. 

These depots were all built during the last war with the exception 
of Rome, which was in the process of construction as part of the depot 
system before the war came along. 

In addition to that, we have six procurement district headquarters 
generally located in the heart of the industrial centers of the United 
States. The central is located in Detroit, Mich., eastern located at 
New York City, midcentral located in Chicago, northeastern located 
in Boston, southern located at Fort Worth, Tex., and western located 
in Los Angeles, Calif. 

The Air Matériel Command organization has been designed gener- 
ally along the lines of a large business organization, in contrast to the 
usual military type of organization that you find in most military 
set-ups. In fact, this is the largest single business organization in 
the world, probably. The magnitude of our buying effort exceeds in 
dollar value the total annual buying operations of General Motors, 
Standard Oil of New Jersey, American Telephone & Telegraph, U. S. 
Steel, and the E. I. du Pont de Nemours Co. 

To operate this, you can see from the figures, we have a very high 
proportion of civilian employees. For example, the total strength 
as of June 30 within the command was 193,408 personnel, and of that 
total 168,966 were civilians with the balance of some 25,000 being 
military. 

GROWTH OF AIR MATERIEL COMMAND 


Since the start of the Korean action, Air Matériel Command has 
undergone a very rapid growth. It has been along the lines of growth 
of the over-all Air Force. For example, in June of 1950 we were at 
a low ebb as a result of the postwar cut-back. At that time having 
a goal of a 48-wing program, and the aircraft one which pro- 
duces the aircraft that equip our forces was then at a level of 1,000 
aircraft deliveries in the year of 1947. 

The Air Matériel Command was administering at that time about 
10,000 active prime contracts with a total face value of about $2 billion, 
and we had at that time about 103,651 military and civilian personnel. 

As the Defense Establishment geared itself to meet the attack in 
Korea and the broader implications of the world situation, there was 
an increase in all parts of this establishment. Within the course of a 
comparatively few months, the number of contractual instruments 
written here increased 66 percent. The dollar value of procurements 
jumped to $13 billion, which was a 650-percent increase in dollars. In 
1 month alone we were trying to get this program moving along to 
meet that initial threat. In that month, in the period between January 
and June of 1951 we put out 2,400 contracts with a total dollar value of 








FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 13 


over $1 billion. Our increase in operations was the result not only of 
the increased bulk of material being procured, but also of a phenome- 
nal increase in the actual number of separate inventory items required. 

In 1941, at the beginning of World War II, the separate items of Air 
Force supply numbered about 90,000, and by the beginning of the 
Korean war, the number had risen to 408,000. By July of 1952, it was 
in the neighborhood of 700,000, or almost 800 percent increase over the 
comparatively simple days of 1941. 

The reason for this increase lies principally in the increased com- 
plexity of the weapons we are procuring. 

For example, the manufacture of electronic equipment alone in a 
B-36 requires more in-plant man-hours than it took to build an en- 
tire B-29 in the last war. Radar equipment, of course, requires thou- 
sands of parts, as you know. 

In the midst of this tremendous increase in business came the prob- 
lems that dictated the need for a careful look at our organization to 
see if we were set up so that we could do an efficient and proper job. 
So, in January of last year I appointed a committee of senior personnel 
here at this headquarters, from our depots, from Headquarters USAF, 
and a man from a management engineering firm of national reputa- 
tion to take a look at our over-all organization and method of opera- 
tion, and to see what we could do to improve it. That also stems from 
the fact that our method of operation was based upon a very high con- 
centration of activity here in this immediate area which meant that 
we had a lot of people in administrative work to administer and that 
in case of an all-out expansion, we would have many, many more nec- 
essary under that philosophy. 

This group exhaustively researched every phase of our activities. 
They made a very careful comparison of our activities with those of 
the Army, the Navy, and industry. Their conclusion was that a great 
part of the work being done at this headquarters could be decentralized 
to the various depots of the Air Matériel Command with a probable 
increase in effectiveness of our operations, particularly in the field of 
improving our calculations of requirements and speeding up our paper 
work. 

As a result, we undertook a program of decentralization which 
ultimately resulted in the transfer of about 2,000 civilians and several 
hundred officers to our various depots in the field. Also, and probably 
more important at this particular time, by changing our methods of 
operation, in the case of future expansion, we would be able to do it 
without further building up of this organization here in this area. 

This program is about 50-percent complete. It is going to be rough 
and tough, because any time you start uprooting things and moving 
them you have a difficult problem, but we think that we are going to 
make it work and improve our operation. 


CONTRACTING AT AIR MATERIEL COMMAND 


I would like to offer you a brief but significant comparison of our 
present program with that of World War II so that: you can get a 
feeling of the comparability. In the fiscal year 1943, which was 
our largest procurement year during the war, we had a total of 26,355 
personnel who were writing and administering a total of 39,913 
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contracts and purchase orders. In the fiscal year that was just com- 
pleted, we wrote a total of 31,500 contracts and purchase orders, 
which were written and administered by a total of 14,165 people. 

Comparing our present procurement workload with the workload 
at the peak of World War II, we find it is almost 80 percent of that 
total and it is being accomplished with 54 percent of the number of 
personnel we had doing that job during the last war. 

The great reduction in the number of people required to carry out 
this particular program is mainly due to various improvements in 
our management techniques and procedures that have been put into 
effect during the war. 


QUALITY CONTROL 


Probably the most spectacular of these was the institution of a 
revised philosophy of quality control or inspection, which is the task 
of inspecting the material which we are procuring. In World War 
II, it took 14,200 inspectors to inspect items produced on these 39,913 
contracts and purchase orders. Today, a total of 4,100 inspectors 
are inspecting and accepting items produced on the 31,500 con- 
tracts that we let last year. This means that we are doing our 
inspection job with about 36 percent of the number of people that 
would have been required on the basis of World War IT standards. 
In a nutshell, the difference is that we have a technique now for 
inspecting the inspection systems of the contractors and taking 
statistical checks to be sure quality is there. In that way we don’t 
have to get in and do a 100-percent job, and in that way cut down 
on the number of people we were required to have in the system, 
which under the old basis really resulted in a complete duplication 
between the contractor’s inspection and our own. This new philoso- 
phy of inspection is therefore resulting in annual net savings at about 
the rate of $20 million a year. 

In this particular area, the Standards Agency of the Munitions 
Board is watching our progress very closely and is interested in 
using our quality control methods as a guide for the entire Military 
Establishment. 


COSTS OF HANDLING SUPPLIES 


We have made improvements in other areas as well. By using 
more materials handling equipment and by applying management 
principles, we have reduced the cost per ton of property handled at 
our depots from $30.94 a ton in 1949 to $23.64 a ton handled in 1951. 

During 1951 we handled about 4,900,000 tons of property, and 
these improved techniques have resulted in savings of almost $36 
million over what the cost would have otherwise been. That is pri- 
marily through the use of equipment to handle these materials so 
that you can cut your labor costs. 


SAVINGS FROM USE OF COMMERCIAL VEHICLES 


Another major area of savings has been in the substitution of 
commercial type vehicles for our zone of interior installations in- 
stead of using the special military tactical vehicles that we formerly 
used. This substitution brought about savings of $165 million dur- 
ing the fiscal years of 1950 “and 1951. These savings have been 
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brought about because the cost of commercial vehicles, since they 
are standard items, is about 101 million less than the special type 
vehicles that would have otherwise been used. In addition, the 
inventory requirements for spare parts are $51 million less than 
they would be for tactical vehicles because we buy parts from com- 
mercial sources or GSA whenever we need them. 

Operating and maintenance costs also — been lowered by about 
$13, 600, 000 below what they would have been if these special tactical 
vehic les were used in the zone of interior. 


STORAGE 


Another considerable saving has been made in the use of our storage 
space. Within the last year, we have reviewed our properties stored 
inside and have moved about 155,000 tons of that material outdoors 
because it could safely be stored outdoors, whereas, we have some 
property that should go under cover. Covered storage for this prop- 
erty would have cost about $32 million. 

In addition, by adopting improved methods for storage and by 
reducing our aisle space, by stacking our materials higher i in ware- 
houses, we have further reduced our requirements for new warehouse 
construction by some $40 million. As a specific example, prior to 
December 1950, we stored aircraft tires in racks, and during that 
month we completed tests that showed that pallet type storage was 
equally satisfactory and required very much less space. In this pro- 
gram alone we saved 180,000 square feet of storage space which would 
have had a construction cost of $114 million. 

I could go on with other savings of this type. We do have a very 
active program for management improvement and increased economy 
of operations. We could go into any of these details should the com- 
mittee desire while you are here. 

We want to work with you in your objectives and are in complete 
agreement with them. We have got to get more out of our resources 
and we want economy of operations. 

We have a burning desire to increase our efficiency and to provide 
proper and adequate logistic support to our Air Force which is the 
only reason for our existence, with the least possible money. We know 
we make mistakes and we know there are plenty of things that are 
wrong. I am glad that we do know them, because if we know them 
we can do something about them. We want to eliminate wasteful 
practices which dissipate our national assets and chew up these critical 
materials unnecessarily, and we want to remove duplication of effort, 
and we certainly welcome any suggestions you may have which will 
further strengthen what we are doing i in this direction. 

We have a ‘complicated and enormous job of providing the supplies 
and equipment to our fighting forces, and we want to discharge that 
task so that our aircraft do not sit on the ground when they ought to 
be out on a mission, but we want to do that without any unnecessary 
and costly stocks of supplies. 

Mr. C hairman, with your permission, I would like to have Colonel 
Sault now give you a little detail on how we are organized and some 
of the general facts, which I think will give you a little better under- 
standing about the command. Then we will touch briefly on how we 
calculate what we need to buy, how we do our buying, distribute and 
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maintain our property, and, finally, a brief story on our cataloging 
system. We are then at your service to answer questions or w hatever 
the subcommittee desires. Thank you for this opportunity of talking 
with you. 


STATEMENT OF COL. WILLIAM E. SAULT, CHIEF, MANAGEMENT 
SERVICES DIVISION OF THE COMPTROLLER 


Colonel Sautr. Sir, this will be a brief description of our organiza- 
tion and how we are set up to do our tasks. 

Mr. Curtis. Mr. Chairman, may I ask that when we use charts that 
small ones are made available for the record ? 

Lieutenant General Raw.iings. Sir, we will make arrangements to 
have copies made of all the charts, and the subcommittee can have them 
if you so desire. I might add that they are not elaborate. We took 
some charts that we have used for other purposes and some which we 
have made, but we can reproduce all of them with reproduction ma- 
chinery, and there will be very little cost. 

(The charts referred to appear on pp. 17-23.) 

Mr. Bonner. You just need one copy for the record. 

Mr. Curtis. We need the charts in order to make the questions and 
answers of the presentation intelligible. 

Colonel Sautr. As we see it, the national defense organization is 
made up of the three main forces, and we are interested in the matériel 
portion for the Air Force. This is what General Rawlings mentioned 
were the three major commands of the Air Force by statute, and we 
want to show that the Air Matériel Command is on the same line and 
that we all report to the Chief of Staff, but we have the responsibility 
for supporting the rest of the Air Force logistically. 

The mission is to provide matériel support for the Air Force by de- 
termining requirements, buying what we need, storing and distr ibuting 
it to the people that need it when they need it, repair and modify the 
equipment when required, dispose of it when obsolete or excess, and 
are responsible for training of military depot type organization for 
overseas deployment. 

This is the headquarters of the Air Matériel Command which is lo- 
cated here at Wright-Patterson Air Force Base. The three major op- 
erations are outlined in black here, and we call them mission director- 
ates. We have the Directorate of Supply and Services, Procurement 
and Production, and Directorate of Maintenance Engineering. The 
other activities are part of the support and the internal operation of 
the command. These three directorates have the following responsi- 
bilities. 

Supply and Services are the people who do the computing of require- 
ments and overseeing the prescribing of supply procedure Air Force- 
wide. They are also responsible for distribution. 

The procurement people are the ones who do the negotiating of 
contracts. They do the buying, the administration of the contracts, 
and the quality control or the ‘inspection function. 

The M: ainten: ince Engineering Direc ‘torate has the responsibility for 
maintaining, modifying, and repairing our equipment so that it goes 
back into stock in a serviceable condition. You will hear more details 
in the succeeding presentations. 
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Our field organization, as General Rawlings mentioned, is made up 
of depots procurement districts, and Wright-Patterson AFB which 
supports our headquarters here as well as the other tenants. He 
mentioned the Newark control depot which handles the overseas or 
European theater shipment of Air Force equipment to Air Force in- 
stallation as well as for mutual defense. 

This map shows the United States broken down into geographic 
areas. Each one of these stars represents an Air Matériel area head- 
quarters, and we have these major depots where we have our supply 
warehouses as well as our maintenance shops, and they service the en- 
tire United States. 

The Middletown area headquarters oversees the operation of New- 
ark, which handles the European shipment of supplies; Sacramento 
oversees the San Francisco port shipment of Air Force supplies to the 
Far East and Alaska. These depots also check within their areas as 
to the adequancy of supply action and maintenance so that we can be 
sure we are doing our job for other Air Force installations. 

This is an organizational chart of the organization at our depot area 
headquarters, and, as you can see, there are the three main mission 
directorates. (See p. 21.) There, again, the major operations are of 
supply, procurement, and maintenance. Our procurement districts are 
the break-down of the headquarters organization here for procurement 
where the contracts are actually administered. Now, these stars [indi- 
cating] represent the district headquarters, such as the western district 
at Los Angeles which oversees the administration of contracts for all 
contracts on the west coast, and they accomplish that through the me- 
dium of regional offices which take care of several small contractors or 
contracts. Then we have what we call plant representatives for major 
contractors, such as Boeing at Seattle. We have plant representa- 
tives who work right in the plants. They administer the contracts. 
This is the organization that handles that. And we have Director of 
Flight Test and Acceptance, Procurement Administration, Produc- 
tions and Director of Quality Control. Under these districts are the 
regional offices and the plant representatives as required. 

That briefly is the organization of the Air Matériel Command. 

General Rawirnes. May we proceed with the next presentation? 
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STATEMENT OF COL. JAMES A. MULLINS, CHIEF, AIRCRAFT 
DIVISION, DIRECTORATE OF SUPPLY AND SERVICES 


Colonel Muturns. Mr. Chairman and members of the subcommittee, 
the subject of my discussion this morning is United States Air Force 
Supply Requirements, its concepts, and briefly how we go about accom- 
plishing this function. I might state I am speaking of items of supply 
or equipment that are the responsibility of the Directorate of Supplies 
and Services in the Air Matériel Command. I will explain more fully 
as I go through what those items are. 

We have a definition for supply requirements computations which 
is “the determination of the quantities of items required to support a 
given program in the Air Force.” Air Force programs, in general, are 
projected 30 months in advance. The various elements which gene- 
erate a requirement for individual items are contained in the Air 
Force program and are utilized to project individual item require- 
ments. 

The purpose of requirements computations is, first, to develop pro- 
curement quantities. The development of procurement quantities, of 
course, is necessary to accomplish each fiscal year’s procurement and 
to budget and obtain funds. Secondly, to insure effective distribution. 
Here we not only compute requirements to obtain procurement dollars 
or to obtain procurement requirements for an individual item, but we 
also compute requirements for items for which there is no procurement 
requirement in order that they might be equitably distributed among 
the various commands. In this respect, we have priorities for certain 
units which get items that may be of a critical nature. 

A third purpose is to develop and support funds requests. 

The fourth purpose is to provide the necessary support at the lowest 
possible cost. By computation of individual item requirements, we 
can in certain cases reduce the dollar requirement for the Air Force 
and still obtain the same amount of support. 
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Next is Air Force requirement responsibility. The Air Force is 
responsible for the computation and initiation of procurement action 
for items required for Air Force support, with these exceptions. Sub- 
sistence, of course, is computed on an individual-item basis by the Office 
of the Quartermaster. The medical-services requirements are deter- 
mined by a joint agency. And then there are items which are required 
to support the depot maintenance performed by other services for the 
Air Force. They determine the requirements and procure those 
specific items. ‘The requirements responsibility of the Air Force in- 
dees both peculiar and common items, such as aeronuatical items, 
airborne communication items, equipment items, matériel, clothing, 
and then, of course, the range of items which are common to the 
technical services or to the Navy and the Air Force. 

The Air Matériel Command’s responsibility in this particular area 
is for all catalogued supplies and equipment except that there are 
certain items for which Headquarters USAF computes requirements. 
Prime amongst these are complete airplanes and guided missiles. At 
the present time Air Force headquarters is determining individual item 
requirements for airfield lighting, and also there are items that are 

veculiar to certain major commands within the Air Force. The Air 

oom research and development command has peculiar requirements, 
and they determine the procurement quantities for those individual 
items. Also the Air Training Command utilizes certain items which 
are peculiar to them alone. In addition there are items which are 
locally purchased at base level within the Air Force for which the Air 
Matériel Command has no responsibility. 

In speaking of the requirements function, there are three basic ele- 
ments in determining requirements for individual items. No. 1, 
programs. As I have mentioned, the Air Force establishes programs 
and projects those, generally speaking, 30 months in advance. They 
are broken down into the various elements which generate require- 
ments for specific items. The second element, data, is that informa- 
tion which is obtained by the Air Matériel Command from the field 
that is necessary to determine present assets, consumption, and so 
forth. The third element, methodology, is merely the method by 
which we integrate the data and the program in order to establish 
individual item requirements. 

Here [indicating] I have outlined the agencies responsible for each 
of these elements of the requirements function. Headquarters USAF 
is responsible for all Air Force programing. These programs are 
expressed in terms of flying hours, number and type of personnel, 
number and type of organizations, number and type of bases, number 
and type of aircraft, and policies which are related to the require- 
ments function and related to each one of these programs. 

Data, which we obtain from the major commands and other services 
as appropriate consists of consumption and inventory reports. We 
have a world-wide stock balance and consumption report within the 
Air Force which indicates inventories and consumption on a quarterly 
basis. Then we have inventory reports from Air Force base level, 
Air Force depots, and depot level within the technical services. 

Equipment authorizations which are established from reports from 
the field reflect what is authorized to individual organizations to 
accomplish their task. The Air Matériel Command integrates this 
data with Air Force programing to project individual item require- 
ments. 
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I do not want to leave the impression that the requirements function 
is simple. There are many variations in the program detail and 
data that is used for each specific item within the Air Force. The 
programs are so designed that individual items may be related to 
specific elements of a program. As an example, aircraft spare parts 
are related to flying hours and aircraft inventories by type, model, 
and series of aircraft. In this particular area there are 184 indi- 
vidual program elements in FY53 program. Equipment items are 
related to the number and type of organizations and bases to which 
these particular items are authorized within the Air Force. 

As a matter of information, each fiscal year there are 3,000 to 4,000 
items within the particular area of which I am speaking that generate 
about 80 percent of the total dollar procurement. Consequently, the 
major emphasis in programing and obtaining data and in the compu- 
tations themselves is on these high-cost items within the Air Force. 
If we can control the requirements and distribution of those items, 
we definitely can obtain more Air Force per dollar. 

I have an example here of one item and its relationship to a program. 
This [indicating] reflects the basis for requirement and budget esti- 
mate for a specific item which is a canopy pressure seal for an F-84 
canopy. The unit cost is $13.59. It falls within the expendable 
supply category, and after it is used it loses its identity and cannot 
be repaired. ‘This briefly is the formula. The past 12 months’ issue 
of this particular item is divided by the program accomplished during 
that 12-month period. In this case the element of the program which 
generates the requirement is the number of hours flown by F-84 air- 
craft. This develops a consumption rate per hour for this particular 
item, which is multiplied by the future program for the F-84 aircraft. 

In this case, 50,000 hours multiplied by the consumption rate of 
(0.0141 develops a requirement of 705 of this item to support the pro- 
gram. This particular requirement is added to authorized stock level 
and lead time which in this case is 675 of this particular item, which 
develops a total future requirement through the projected program. 
By deducting from this total future requirements, assets—in this case 
586, including both items in inventory and on order—a procurement 
requirement of 794 is developed, multiplying by the unit cost, which 
is $13.59 gives a total procurement requirement through the program 
period of $10,790 for this item. 

Now, I might point out that in the case of a reparable item a 
wear-out rate is used rather than a consumption rate. ‘The complexity 
of the individual item determines the complexity of the requirements 
formula. 

Mr. Curtis. I was just wondering. While some of these charts are 
up there, I wonder if it wouldn’t be appropriate to ask some questions. 
I have this particular one that I would like to ask. 

Mr. Bonner. Go ahead, Mr. Curtis. 

Mr. Curtis. That all depends, of course, upon your past issue; 
does it not? 

Colonel Muturns. That is correct, sir. 

Mr. Curtis. How do you reflect any possible improvements in your 
usage in there, or do you try to do that, or do you just take that figure 
of the past usage and make that absolute? Do you follow me? 
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Colonel Mvtiins. On consumption-type items the consumption 
rates are those latest available. We revise all of the consumption rates 
once annually and with that you get the very latest rate. If there is 
a trend of consumption that shows a downward trend, we would also 
adjust that in the future. 

Lieutenant General Rawitnes. I believe your question was what do 
we do to see if we can get further usage and life out of the item. 

Mr. Curtis. And how would it be reflected then if you did? 

Lieutenant General Rawiines. We have a continuous program to 
try to improve the quality wherever it is essential that we improve it 
and to reduce the use of critical materials where we can do that or to 
reduce the cost of the item. The only way you can put that in the 
system is after you have the time cycle. The time cycle is such and 
the other factors are such that you have to do it through your consump- 
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tion rate. It is a high-cost item, then you are able to do something 
else. ie 

Mr. Curtis. What I am really interested in, General, is this. This 
is the way we get our budget and, of course, we have to do it that way. 
Supposing it should be true—and I am sure it is—that the handling 
of that particular item is such that actually you 

Lieutenant General Rawiines. Get twice as much service / 

Mr. Curtis. Yes; that you get twice as much service. That is right. 
Then where do we reflect back the savings in the budget the next time / 
In other words, when we find out our past 12 months’ usage and we 
have cut it down to where we can do the same amount of flying and 
do it with 150 of those items, there should be reflected a saving in the 
budget. 

Lieutenant General Rawirnes. Let me give you an example that 
I think will make it a little more clear. In the case of engines, engines 
are high-cost items. We find that early in the life of a new model of 
engine you get a low utilization before overhauling. But what we do 
is develop on our past experience, curves of the hours between over- 
hauling that we can expect as the engine comes along in the production 
cycle, 

So we don’t start out by saying we are going to budget for the whole 
life of this engine at 75 hours between overhauls. We budget on this 
estimated curve based on our past experience so that we will find some 
of our reciprocating engines which will run up to maybe 1,000 or 1,200 
hours, whereas on new models of engines, in the early life—we found 
with jets, for example, that it was down around 10 or 12 initially. 
That is how we try to work it back. Of course, what happens in some 
cases is that you are wrong on the other side. Let us say we budgeted 
for 25 hours between overhauls and we found we had to overhaul them 
in 10, but we had budgeted on 25; so we had half enough. We have 
to make constant adjustments between the program elements during 
the operational period. The volume and magnitude of that is too great 
to get into a precise arrangement. With all of these variations, it is 
almost impossible to arrive at a precise arrangement. You try to do 
itona broad basis and project your experience curve and then develop 
that as your experience develops. We are wrong on both sides, and 
we find that as we go along. 

Mr. Curtis. Thank you. 


STATEMENT OF COL. LEE W. FULTON, EXECUTIVE FOR COORDINAT- 
ING PROCUREMENT IN THE DIRECTORATE OF PROCUREMENT 
AND PRODUCTION, HEADQUARTERS, AIR MATERIEL COMMAND 


Colonel Futron. I am Col. Lee W. Fulton, executive for Coordi- 
nated Procurement in the Directorate of Procurement and Produe- 
tion, Headquarters Air Matériel Command. 

Mr. Chairman, you have heard a statement as to how we determine 
our requirements, our item requirements. These item requirements 
are converted into purchase requests. Therefore, the statement I have 
to make to you covers the next step for the conversion of these. pur- 
chase requests into the items that we require through purchase or 
procurement action. 








28 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


AIR MATERIEL COMMAND SEEKS FAIR AND REASON ABLE PRICE 


The procurement mission of the Air Matériel Command is to con- 
tract at fair and reasonable prices with contractors qualified to de- 
liver to the Air Force the proper quantity and quality of materials 
at the time and place required. The Air Force procurement policy is 
that the Air Force have primary responsibility for the procurement 
of aircraft and guided missiles and related support equipment and 
that supply items common to the military departments be procured 
for the Air Force by the activity having ‘the major interest and the 
best facilities for procuring the items involved. 

The basic type of matériel which is es by the Air Maté- 
riel Command is complete aircraft, guided missiles, aircraft equip- 
ment, and related support equipment, “which would cover such things 
as wing jacks, engine dollies, refueling equipment, and crash fire- 
fighting equipment. 


PROCUREMENT WORK LOAD 


As an indication of the procurement work load, at the close of fiscal 
year 1952—these are the year end figures—there were approximately 
13,000 active prime Air Force contracts, 120,000 active subcontracts 
that resulted from these 13,000 active prime contracts, and 21,000 
active contracts that were placed by the Army and Navy or the Armed 
Forces unified activities and were referred to the Air Force for inspec- 
tion cognizance; that is, quality control in plants over which the Air 
Force has quality control cognizance, for a total of 154,000 basic 
actions. Approximately 149, 000 of the above contracts necessitated 
quality control inspections by Air procurement district personnel. To 
accomplish this workload—and these again are year-end figures—we 
had at headquarters of the Air Matériel Command a total of 3,299 
personnel broken down into 639 military and 2,660 civilian. In the 
Air procurement districts we had a total of 10,866 which breaks down 
into 755 military and 10,111 civilian for a total of 14,165. 

The functional distribution of the procurement job is lined out this 
way: at Headquarters Air Matériel Command we institute procure- 
ment policies and procedures and exercise over-all management of the 
Air Force procurement job. We select the manufacturing sources, 
and we negotiate or advertise and award the contracts. The Air 
procurement district accomplish the administration of the contracts. 
They control the quality to see that we get what we have con- 
tracted for, and the quantity we have contracted for, and they main- 
tain established delivery schedules through assistance to the contrac- 
tors in obtaining the material, the manpower, and the facilities that 
they require to get the job done. 

The Air Matériel Command is now decentralizing procurement i 
specific commodity classes to designated depots. 

Mr. Brownson. Mr. Chairman, before the colonel gets further into 
this presentation, there is one question I would like to ask. 


120,000 SUBCONTRACTORS 


Colonel, you list 120,000 active subcontractors. Are these functions 
you are discussing applicable to the subcontractor, too, or do you deal 
only with the prime contractor ? 


FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 29 


Colonel Futron. These are subcontractors; that is, subcontracts. 
To answer your question specifically, we deal with the subcontractors 
as well as the prime contractors. The figure 120,000 is subcontracts. 
That covers about 4,000, in round numbers, subcontractors, and while 

we deal directly with the prime contractors, we also give the same 
services to the subcontractors where it is required. 

Mr. Brownson. But the point I am trying to establish is that these 
are figures pertaining to prime contractors. 

Colonel Futton. Yes, sir. 

Mr. Brownson. You give the same service to the subcontractors that 
you do to the prime contractors? 

Colonel Furron. Yes, sir. 

Mr. Brownson. Thank you, Colonel. That clears up the point I 
was interested in. 


BASIS FOR PROCUREMENT 


Colonel Fuiron. Our procurement is basically governed by the 

rovisions of the Armed Services Procurement Act of 1947, Public 
ee 413, Eightieth Congress, which is applicable to all purchases 
made by the Army, Navy, Air Force, Coast Guard, and National Ad- 
visory Committee for Aeronautics which are to be paid for from 
appropriated funds. The act adheres to formal advertising, with 
competitive bidding as the normal peacetime procurement method. 
It does, however, permit the negotiation of contracts and purchases 
where this is determined to be necessar y in the public interest during 
the national emergency as declared by the President or Congress. 
Further, it provides for negotiation in normal times in situations 
where experience has proved it a superior and often necessary means 
of obtaining supplies and services. 


SINGLE SERVICE ASSIGNMENTS 


A good-sized proportion of our procurement is done under single- 
service assignment. This is accomplished by developing and for- 

warding military interdepartmental purchase requests which we issue 
to responsible procurement activities. In this case, it would be the 
Army and the Navy. For instance, the Army buys a particular com- 
modity for all three of the services.? 

The assignment of the procurement responsibility is accomplished 
by the Munitions Board. To d: ite, 43 major commodity groups have 
been assigned by the Munitions Board to one of the three services for 
support of all of the three services. 

Another form or another method by which we accomplish our pro- 
curement is through interdepartmental agreements which have been 
established between the Army and the Air Force or between the Navy 
and the Air Force. These are bilateral agreements on the basis of 
departmental prime interest in the development of items which are 
not 8 re on to assignment for technical reasons, such as in the 
field of electronic items, where development is still progressing. It is 
practically impossible to develop a specific set of specific: tions which 


? For list of assignments, see p. 59, Federal Supply Management (Textiles and Clothing) 
(ASPR Conference). 
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one service can provide the other and upon which they can take con- 
tractual action. 

Mr. Bonner. Turn back that one sheet a minute, please, sir. 

Colonel Futron. Yes, sir. 

Mr. Bonner. The 43 major commodity groups that have been 
assigned by the Munitions Board—excuse me. I find we have covered 
what I wanted to ask you. 

Colonel Fuuron. Another method by which we procure items that 
we require is through interdepartment stock transfer, where purchase 
orders are issued by one department for procurement of items from 
the stocks of another department under agreement of the providing 
department to furnish those items from their stocks. Under that 
process, we reimburse the agency that provides the items from stock 
ona Standard Form 1080. 

Mr. Bonner. Have you got any idea how much you carry on that 
program ¢ 

Colonel Fuurox. On this one? 

Mr. Bonner. Yes, sir. 

Colonel Funtron. No, sir; I can’t give you an answer dollarwise 
on that. Perhaps Colonel Light can. 

Lieutenant General Rawiines. Why don’t we say we can develop 
the information if you haven’t got it and furnish it later? 

Mr. Bonner. I don’t want to be critical at all. I just want it for 
information—just how far that reaches out and how much it is used. 

Colonel Futron. I am sorry, Mr. Chairman. I don’t have the 
information available. 

Mr. Bonner. Suppose we get a little statement and insert it in the 
hearing at this point. I would like it also to include GSA. 

(The statement requested is as follows:) 


1952 FISCAL YEAR STOCK TRANSFER 


During fiscal year 1952, stock transfers from the Department of the Air Force 
to the Department of the Army and the Department of the Navy amounted to the 
following: 


To the Department of the Army _- ‘ ais i, 7 
To the Department of the Navy__----------- — smite scissiad ae 


Total 


Department of the Air Force accounting records do not differentiate between 
items supplied from stocks of the Department of the Army and Department of 
the Navy and items supplied by those departments from new procurements. 
As a result, there are no figures available at this Headquarters denoting the 
dollar value of stock transfers from the Army and Navy to the Air Force. 

During the same period the dollar value of items furnished by the Federal 
supply service centers of the GSA to the Air Force amounted to $12,414,000. It 
should also be noted that when the dollar amount of the items procured for the 
Air Force through the General Services Administration Federal Schedules is 
included, the total business which the Air Force did during fiscal year 1952 with 
GSA amounts to $115,000,000, 


Colonel Furron. I have those figures on GSA. We depend upon 
the General Services Administration to render to us two basic services. 
They provide Federal supply schedules for our open-end contracts 
against which we can place purchase orders. Secondly, they maintain 
supply-service centers against which we requisition for stocks. The 
Air Force policy is to increase the use of GSA facilities where 
practicable. 
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REQUIREMENTS DATA GIVEN GSA 


Mr. Bonner. Let me ask you something. How closely do you col- 
laborate with GSA to inform them so that they can anticipate what 
to have in stock that you might need ¢ 

Colonel Fuuron. As closely as we can, sir. At the present time 
we are working on that particuluar problem and attempting to 
develop a method whereby we can provide them a statement as to our 
requirements as far ahead as they require it to project into the future. 

Mr. Bonner. To project into the future what you would have to 
have and that you can use? 

Colonel Fuuron. That is exactly what we are work on right now. 

Mr. Bonner. Do you use the same formula for GSA that you used 
for yourselves in anticipating your needs? 

Colonel Futron. Yes, sir. We would have to do that. Of course, 
we would have to obtain the item if it is available—the service item, 
that is. 

Mr. Bonner. Do you have any correspondence with them that you 
could insert in the record at this point to show the collaboration you 
have with GSA? 

Colonel Funron. Yes, sir; I think so. 

Mr. Bonner. Anticipating these things that you possibly would 
draw from their warehouse that we could insert something on that 
at this point. 

Colonel Futron. Yes, sir. We have a list which was provided to 
Washington for use of the Interagency Task Group which is now 
studying the possible procurement of furniture and office equipment 
and supplies by GSA. 

Mr. Bonner. You could furnish us at this point something we 
could put in the record to show just what you are doing? 

Colonel Furron. Yes, sir. 

(The statement requested is as follows :) 





STATEMENT ON COLLABORATION BETWEEN THE GENERAL SERVICES ADMINISTRATION 
AND THE DEPARTMENT OF THE AIR FORCE 


The basis for the latest efforts on collaboration between the General Services 
Administration and the Air Force is the attached letter from Mr. Gilpatrie to 
Mr. Larson, General Services Administrator, noting the formation of the joint 
USAF-GSA task group and outlining the general areas of coverage for the task 
group. Generally, the Air Force is utilizing, and plans to make even more ex- 
tensive use of, the procurement facilities of the General Services Administration. 
The collaboration is proceeding along several lines. 

To the extent of GSA capabilities, the Federal supply stores depots of GSA 
will be used as a mandatory first source for thousands of items which have and, 
will be coded for local purchase in the Air Force supply catalogs. There are pres- 
ently about 89,000 items coded for local purchase in the Air Force catalogs and 
this number will be increased by at least 50,000. A substantial portion of the 
presently coded local purchase items are now being obtained by Air Force bases 
through GSA facilities. These items are listed in the GSA store stock catalogs 
or the Federal supply schedules. 

The number of GSA procured items is being extended on a phased basis, as 
indicated by the attached letter to the Commanding General, Air Matériel Com- 
mand, from the Assistant Deputy Chief of Staff, Matériel, USAF, instructing 
AMC to issue instructions making the GSA the first mandatory source for certain 
items in Air Force Property Class 25—-b, which encompasses office supplies. In 
various stages of implementation are seven other Air Force classes, which will 
have GSA as a mandatory first source. 
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There are also plans for increasing the number of items on the mandatory list 
of the Federal Supply Schedule of the GSA. These items will be shipped directly 
to the bases involved, thereby avoiding the distribution costs connected with de- 
pot storage. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, November 6, 1952. 
Mr. Jess LARSON, 
Administrator, General Services Administration. 

Dear Mr. Larson: As a result of the September 16, 1952, meeting between 
members of our respective staffs, a joint USAF-GSA task group has been organ- 
ized to explore the extent to which the USAF can use the services of General 
Services Administration and the capability of GSA to provide the services re- 
quested by the USAF. The task group has adopted the recommendations of the 
joint Department of Defense-General Services Administration report to the area- 
of-understanding working group as the approach to its work. More specifically, 
the efforts of the group will be directed along the following areas of coverage: 

(a) USAF supply catalogs will be screened for common use commercial type 
items to be coded “local purchase” and procured from GSA Stores Stock Catalog 
or Federal Supply Schedules, 

(b) GSA will list additional local-purchase items in the Stores Stock Catalog 
and Federal Supply Schedules. 

(c) USAF will use GSA services to effect central procurement of certain specific 
items on a military interdepartmental purchase request basis. 

There are many problems to be solved, a few of the major ones being: (1) 
Resolution of conflicts with Munitions Board single-service procurement assign- 
ments, (2) the time phasing necessary to minimize the impact and make possible 
the assumption of the additional USAF workload by GSA, and (3) calculation of 
requirements for items transferred to GSA for purchase. Jointly the USAF and 
GSA can solve those problems and open the way for even greater use of GSA 
services than last year when Air Force business accounted for so substantial 
a portion of GSA’s total volume. 

I firmly believe that the accomplishment of the above program by the joint 
USAF-GSA task group will move toward the desirable goal of having the GSA 
support the housekeeping needs of the executive departments and at the same 
time improve Air Force capability to provide the best military equipments for 
the national defense. 

Sincerely, 
R. L. GILPatrio. 


DEPARTMENT OF THE AIR FORCE, 
HEADQUARTERS UNITED STATES AIR FORCE, 
Washington 25, D. C., November 12, 1952. 
Subject: Purchase for USAF of commercial common-use items by GSA. 
To: Commanding General, Air Matériel Command, Wright-Patterson Air Force 
Base, Ohio. 
(Attention MCPE-1.) 


1. On September 12, 1952, your command forwarded this headquarters a list of 
commercial common-use type items screened from Air Force class 25B for con- 
sideration by GSA to purchase for the Air Force. 

2. By letter dated October 27, 1952, GSA advises this headquarters as follows: 

(a) GSA has the capability to supply to AF bases those items quoted “LP” 
in AF stock lists and which are listed in GSA stores stock catalog. 

(¥) Those items not listed in the GSA stores stock catalog but which are 
included in GSA Federal Supply Schedule class 53 may be purchased on an 
optional basis until December 1, 1952, at which time they become mandatory 
on the AF to purchase from this schedule. 

(c) Other items on the screened list not carried in the store stock catalog or 
Federal Supply Schedules, GSA will be pleased to consider on a direct procure- 
ment basis. 

3. It is requested that implementing instructions be issued for those items 
in (a) and (0) above. Those items in (c) should not be mandatory on the base. 
However, the implementing instructions should definitely state that by Air 


FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 33 


Force policy, bases will use the procedures under (c) whenever that is most 
economical and effective. 

4. It is suggested that coordination of operating details with GSA be on a 
direct basis through the office of Mr. L. L. Leeper, officer of the Commissioner 
of Federal Supply Services, General Services Administration, Washington, D. C. 
In any event it is requested that Mr. Leeper of GSA be advised at least 7 days 
in advance of date of issuance of implementing instructions to Air Force bases to 
use GSA services. 

By command of the Chief of Staff. 
Witi1AmM D. EcKErt, 
Major General, USAF, 
Assistant Deputy Chief of Staff, Matériel. 

Lieutenant General Rawuines. Mr. Chairman, there is one point 
there which I think is rather important. We must be careful of this, 
and that is whatever we give GSA in the form of anticipated future 
workloads obviously has to be tied to what the future Air Force pro- 
gram would be. What I am trying to say, in other w ords, is that you 
can’t do that until you know whether the program is going to build up 
or whether it is going to go to a low level, and generally that is tied in 
with the annual determination of the forces that then are provided for 
in the budget. So that, in terms of giving a picture beyond a single 
fiscal year, “it does become a problem which 7 you have to be very c: areful 
of, or we could end up with having a situation where the forces are 
declining and having GSA with a big organization and a lot of stuff. 
And, contrary, which might be even more serious in case of a sudden 
emergency that was not anticipated, i is not having an adequate opera- 
tion because they didn’t know the emergency was coming along. 
Therefore, you do not have the flexibility to move your troops to the 
Far East or another theater on very short notice. We have to temper 
it with that kind of judgment. 

Mr. Bonner. You see, if GSA didn’t have something to base their 
requirements on, when they sacle their budget they would then find 
it difficult to secure the funds to supply what GSA was set up to do. 


PROGRAMS AND REQUIREMENTS 


Lieutenant General Rawiines. Yes, sir. That is the part of the pro- 
gram that is complicated, because the point is you have to have knowl- 
edge of what your future program is going to be. I agree with you 
we » might end up where GSA might not have the structure to provide 
the support, and then we would be left high and dry, which would be 
very dangerous. 

Mr. Bonner. It is an uncertain future that you look into, but you 
yourself have to project into the future where you do your own sup- 
plying. And GSA was set up to supply certain items; so, they must 
have some guidance from the agencies that they serve as to what they 
should stock. 

Lieutenant General Rawuinos. I quite agree, sir. My only word of 

caution is that every time you have a different agency, no matter who 

it is, it is just like anything that gets big. And you do have a com- 
munications problem. The timing on this budget cycle is very in- 
volved and difficult. So, it isa problem. We have to be very careful 
in all of the departments to assure we have not done it in such a 
fashion that we undermine our program either by overprocuring or 
underprocuring—either direction. 
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Mr. Curtis. The items from GSA are pretty well known from the 
standpoint of usage and repairability and replacement, and that makes 
it easy from that angle. But a lot of these items, new things like 
that, you don’t know about; you haven’t got usage figures on. 

Lieutenant General Rawiincs. That is right. 

Mr. Bonner. They are more or less common-use items. Over a 
period of years, your requirements might diminish, and they could 
supply another Government agency over the years from these stocks of 
goods in their warehouses. 

Lieutenant General Rawiines. The determination of the items 
forms the difficult problem. The problem is great. And another diffi- 
cult problem is the timing of that task. 

Mr. Brownson. Those items are all reimbursable to GSA from Air 
Force funds? 

Lieutenant General Rawiines. Yes, sir; we pay for everything they 
buy for us. 

Mr. Brownson. The problem is their stockage level ? 

Lieutenant General Rawiines. We have a number of items 

Mr. Brownson. They have advanced the item to the Air Forces, and 
they are reimbursed, and that can be repurchased ? 

Lieutenant General Raw.tnes. I believe it gets a little more com- 
plicated. They have to have an organization with personnel in it to 
perform the function that they are going to do for us. 

Mr. Brownson. Yes; of course. Stockage levels determine the size 
of their overhead personnel. 

Lieutenant General Rawiines. That is right. 

Mr. Bonner. You see, we eliminated the difference in cost. You 
might have been able to purchase at times more economically than 
GSA. That has been straightened out now. 





STATEMENT OF MAJ. GEN. M. E. BRADLEY, JR., DIRECTORATE OF 
PROCUREMENT AND PRODUCTION 


GENERAL SERVICES ADMINISTRATION HAS NOT BEEN GIVEN OVER-ALL 
REQUIREMENTS 


Major General Braptey. That is definitely true in many cases. In 
many cases, GSA has not known the whole over-all requirement. 
For, say, chairs, they have not been able to go out and buy a number 
of chairs where they would get a cheaper price. They have bought 
small quantities, bits and pieces of orders by each Government serv- 
ice filtering in their requirements. We have been able to go out and 
buy in quantity, and our price on the chairs was considerably lower 
than they were able to furnish them to us. That is just one example. 


WAREHOUSING COMMON ITEMS IS COSTLY 


Mr. Curtis. You probably save money by not having them ware- 
housed all that time. 

Major General Brapiey. There is something there, too. We would 
like very much to get out of that kind of business and get the stuff 
furnished by an agency that was furnishing it to ever yone. 

Mr. Curtis. I think we sometimes make a mistake in overlooking 
the economy of our tremendous civilian distributive system. Where 
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we think we are saving money by buying direct from the factory, we 
have to set up in turn a distributive system that functions as they do 
with their outlets. A hammer bought in a retail hardware store for 
a dollar might be a whole lot cheaper than one bought in quantity for 
50 cents. 


NEED FOR COMMITTEE HELD 


Lieutenant General Rawtrnegs. I believe the committee can be help- 
ful on that. It is hard to develop the data. There is no question but 
what if we do a lot of local purchasing we can save the Government 
money, although the individual item price will be higher. We always 
have the problem of someone taking an individual item that was 
bought locally and cost maybe 10 or 15 or 20 percent more than a 
centrally procured item that does not have the cost of warehouse 
services and distributive services added to it. I think the committee 
can be most helpful to the service in helping us in that direction. 

Mr. Curtis. It is an eduational thing. I think we have got to 
educate the public on that. 


WAREHOUSING COSTS 


Mr. Brownson. Do you have any over-all appraisal that you use 
as a rule of thumb for warehousing costs? I understand some of the 
large chain outlets in the country use a figure of 1 percent a month 
as an approximation of their warehousing and the depreciation cost. 
Have you developed any comparable figures that would be applicable 
to common-use items ¢ 

Lieutenant General Rawurines. General Parker, do we have such a 
thing? Iam personally not aware of it. 


STATEMENT OF BRIG. GEN. L. R. PARKER, DIRECTORATE OF 
SUPPLY AND SERVICES 


Brigadier General Parker. We have the figures that you recall 
General Rawlings mentioned about the cost of warehousing together 
with the transportation and some other factors. Those could very 
easily be developed. i 

(The figures referred to follow :) 


6 PERCENT ESTIMATE OF DISTRIBUTION COSTS 


The over-all rule of thumb is that with respect to the standard stock common- 
use items the cost of distribution through the depot system (including trans- 
portation in and out, and interest on investment for land, buildings, and 
equipment) is approximately 6 percent per year of the dollar value of Air Force 
property. 

Mr. Brownson. That type of figure would be very helpful to us in 
trying to explain and trying to create a basis for an understanding 
of local procurement, even at a higher price. 

You were speaking of transportation costs in connection with your 
purchasing policy here. Are transportation costs taken into con- 
sideration on these contracts ? 

Lieutenant General Rawitnas. Yes, sir. 

Mr. Brownson. Are they entered right in with the total price on 
those contracts? That is, would a bid from a remote point where there 
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would be considerable transportation cost to the point of usage would 
be weighed against a bid that might be a little iit! from a point 
that was closer and where the freight factor was not so much! 

Lieutenant General Raw ines. Yes, sir; we do. And we have had 
a couple of bitter experiences where we made a mistake, where the 
low bidder was the high-cost man and we gave it to someone else. We 
do attempt to weigh the transportation cost as a part of the bid in 
addition to the bid price in arriving at the determination of who gets 
the job. 

Mr. Curtis. That gets into the problem of your utilization, if you 
warehouse it and distribute it yourself. 

Lieutenant General Rawurnos. Yes, sir. 


COSTLY WAREHOUSING 


Major General Braptxy. There is another factor that enters into 
this thing of depreciation and warehousing. Some companies have 
found that the buying of business machines and things of that na- 
ture and stocking them and then reissuing them runs into high de- 
preciation and wastage. They also lose the benefit of local se rvicing 
which you get when you buy them at the local places. 

Mr. Brownson. That is right. 

Major General Brapiey. We are seriously considering the same fac- 
tors in those kinds of items. 


USE OF INDUSTRY’S DISTRIBUTIVE SYSTEM 


Mr. Curtis. I see it, too, being on the Small Business Committee, 
where we have this problem of keeping our economy intact when we 
have an impact, such as we have now, of mobilization, of keeping small 
business alive, because they are needed in the event of all-out war or 
mobilization. We frequently find one thing that seems to be too com- 
mon in the public thought is the overlooking of the tremendous dis- 
tributive system we already have set up in this country. 

Mr. Brownson. Of course, on the other side of the matter, the Gen- 
eral has the problem of some isolated committee or investigator going 
out and getting some item for which he paid 24 cents, using our 
civilian distributive system, where somebody else could buy it for 21 
cents. Some committees have made a chamber of horrors out of the 
thing, largely on this basis. 


REDUCING TRANSPORTATION COSTS 


Licutenant General Rawiinas. There is one thing I want to add 
that we try to do to minimize this transportation problem within our 
own supply system, and that is: instead of having each depot stock a 
complete range of all these supplies, we have a two-zone system. We 
have one west of the Mississippi and one east, and in that way we can 
minimize the amount of transportation involved. If you had to com- 
pletely handle it from each depot on the whole range of items, it would 
be very costly. That is one of the things we have to handle our- 
selves, 
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AIR MATERIEL COMMAND PURCHASES, FISCAL YEAR 1952 


Colonel Fuuron. This chart indicates what Air Procurement dol- 
lars handled during fiscal year 1952. Of the $14,485,725,000, the Air 
Matériel Command handled $11.5 billion on 17,105 purchase requests. 
The Army, Navy, and joint agencies handled $2.9 billion—that is, 
against Military Interdepartmental Purchase Requests—and General 
Services Administration handled $85,725,000 against 50,000 purchase 
requests, which constituted both the purchase orders and the requisi- 
tions that were placed against the service center. 


SINGLE SERVICE ASSIGNMENTS AND PLANT COGNIZANCE 


I would like to cover the procurement cooperation that is accom- 
plished between the services. This is accomplished through the single 
service procurement procedure, in which there is an assignment of 
commodities to one service; that service procures for all of the three 
services. These assignments, as I stated, are made by the Munitions 
Board on the basis of commodity groups. An extension of the single 
service procurement procedure is accomplished in the aeronautical 
industry through plant cognizance assignment where either the Air 
Force or the Navy has been assigned cognizance over specific aircraft 
engine or propeller plants by the Munitions Board. Through that 
cognizance the cognizant agency handles the procurement, the pro- 
duction, the facilities, the quality contro] tests, the security and audit- 
ing functions for the entire organization, thus obviating the duplica- 
tion of two services in the same plant. 


JOINT AGENCIES 


We then have the joint agencies, the armed services petroleum pur- 
chasing agency and the armed services medical purchasing agency 
and the new armed services textile and apparel purchasing agency 
which is being set up in New York and is scheduled to be implemented 
on the Ist of October of this year. And, of course, you have GSA, 
which all services utilize. 

Mr. Brownson. That question of plant cognizance—how does that 
enter into the picture? Is that used to coordinate purchasing where 
the Army and Navy may be buying propellers from the same plant? 

Colonel Furton. If the plant is under the cognizance of the Air 
Force, for example, and the Navy requests some propellers from that 
lant, they develop the MIPR and submit it to the Air Force and we 
- the propellers for them. If the plant is a Navy plant, we send 
the MIPR to them. 


PLANT COGNIZANCE ASSIGNMENTS 


Mr. Brownson. In actual practice, how does it work? In effect, 
does it mean that you have established squatters’ rights for the Air 
Forces to certain groups of plants, or is there quite a lot of inter- 
change ? 

Colonel Fuuron. I don’t understand what you mean by “squatters’ 
rights” in this particular instance. 
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Mr. Giipatric. The plant cognizance assignments are made % the 
Munitions Board. The assignment of Pratt & Whitney to the Navy 
for cognizance is done by the Board. I am sure we buy many more 
engines than the Navy does, but we buy them through the Navy be- 
cause the Navy has cognizance of that plant. Whereas, in the case of 
North American, which is assigned to the Air Force, when the Navy 

yants to buy aircraft from one of the plants of North American, 
they will buy them through the Air Force. But it is ail done in the 
same way under the single procurement system. 

Mr. Brownson. Is it done at the instigation of the service which 
desires to have cognizance over that plant? 

Mr. Giipatric. Well, to start with, after the Unification Act, the 
Security Act, of 1947, there was a division of the plants that were 
then making aircraft and related equipment for the two services. 
Then, as time goes on and new plants are built or come into the air- 
craft industry, the Air Force may request it and the Navy may re- 
quest it, and we do not always agree. Sometimes we have to have 
an umpire, but those instances are not very frequent, and the Muni- 
tions Board has to make the assignment. 


RETIRED MILITARY PERSONNEL AND EFFECT ON PLANT COGNIZANCE 


Mr. Brownson, I have a constituent who brings up what he claims 
is a curious coincidence, which I haven’t been able to look into. He 
has made the point that a lot of the plants with Navy cognizance have 
retired Navy personnel high in the management of the ‘pk ints, and a 
lot of the plants with Air Force cognizance have high ranking Air 
Force retired personnel, some on the boards of directors of the plants. 
Whether that is correct or not I do not know, but I just was curious to 
go further and ° out how the cognizance assignments are made. 

Mr. Gitrarric. General McNarney, former Air Force officer, is now 
located at the San Diego plant of Convair, which is a Navy cognizance 
plant. I don’t think there is any pattern in that way, Mr. Brownson. 


COMMITTEE INFLUENCE ON JOINT TEXTILE PROCUREMENT AGENCY 


Mr. Bonner. As to that joint agency there that was a result of the 
efforts of the textile agency that you remember this subcommittee has 
been greatly interested in, has that actus ally gotten under way yet ? 

Mr. Giurarric. It has been set up, and it is being staffed. 

Mr. Bonner. That was in lieu of the collaborative arrangement. 

Mr. Girparric. That is correct. There is a definite relevancy be- 
tween what the committee said and getting that agency going. We 
were more or less innocent bysts inders in that transaction, because we 
never did any procuring of textiles. The issue is between the Army 

and the Navy. We did not care how it was done, but it was resolved 
last summer finally, and the Army was given the job as executive agent 
to run the joint agency. As the colonel says, the agency will actually 
take over and run the show in this field from the 1st of October. The 
Air Force has personnel who are assigned, as does the Army and Navy, 
and, so far as I know, that work is right on schedule. 

Major General Braptry. We are “furnishing some personnel, al- 
though we never had any responsibility before. We are having pro 
curement personnel to take over our share of the burden. 
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Mr. Bonner. General, do you prefer single service for clothing or 
a joint agency for clothing? 

Major General Braptey. As Mr. Gilpatric said, we have been get- 
ting along fine. Someone else was buying the clothing for us, and we 
had no problem, really, in clothing procurement, and if it has to be 
handled other than the way it was—and I suppose it does because of 
the fact there was other trouble in the picture—the joint agency suits 
us fine, and I think it is all right. te have no trouble with the 
petroleum procurement. 

Mr. Gitpatric. As the Air Force member of the Munitions Board, 
I voted for and, in fact, broke the deadlock in the joint agency along 
with the prodding from your subcommittee. 

Colonel Fuutron. As an indication of the cross service operation on 
the single service operation, as previously stated, there were some 5,000 
Air Force military interdepartmental purchase requests totalling $2.9 
billion which were processed through the Army and Navy during fiscal 
1952. During the same period, approximately 1,175 MIPR’s were 
received by the Air Force from the Army and Navy, totaling some 
$617 million. 


LOCAL PROCUREMENT 


Another method by which we accomplish our procurement is 
through local proc urement. The term “local purchase” or “local pro- 
curement” means the procurement of material, supplies, and/or serv- 
ices with appropriated funds by an Air Force activity for use and 
consumption by that activity or other activities assigned thereto for 
supply support. Items were locally procured to reduce both item and 
quantity stockage and transport: ition time within our depot system 
and permitted full utilization of commercial and GSA distribution 
service. 

Mr. Gitparric. How many items do you estimate are in this 
category ? 

Colonel Fuuron. About 89,000 as covered on the stock list. 

Mr. Curtis. Of course, almost all of those are common-use items; 
are they not? 


SPARE PARTS BOUGHT ON FEDERAL SUPPLY SCHEDULES 


Colonel Fuuron. Almost entirely. 

A specific example of local purchase is the support of our USAF 
commercial vehicle fleet on which we buy our spare parts against the 
Federal supply schedule. By utilizing this particular type of supply 
operation what we are actu: ally doing is using an extensive commercial 
distribution system which is already established by the automotive 
manufacturers and dealers in the United States. We reduce our in- 
ventory of spare parts that we need to carry in our own system. We 
reduce our out-of-commission time on vehicles. We eliminate our 
pipeline. We realize sizable discounts from our suppliers. The 
figure on that is an average of 21 percent. We also receive credit on 
the exc hange of repairable items for new or rebuilt items. 

The sources of supply for our local purchases are commercial con- 
cerns which are usually within the local trading area of the local pur- 
chasing activity. The General Services Administration supplies the 
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names of contractors listed on the Federal supply schedule, Federal 
prison industries, and the manufacturing facilities of the Army. The 
schedule of blind-made products as listed on the Federal supply 
schedule. 

To give you an indication of the scope of our local purchases, these 
purchases are generally for less than $1,000. There are approxi- 
mately 89,000 line items that are coded for local purchase in Air Force 
stock lists. They are usually common-use items. Of interest right 
here is the fact that that figure has increased from 14,000 line items in 
the last 12 months, 


USE OF PETTY CASH FUND 


We also have a petty cash procedure where we have simplified the 
procurement of items that run under $100. 

Lieutenant General Rawuinas. Explain that briefly. I think it is 
interesting. 

Colonel Futtron. Rather than going through a formalized bid pro- 
cess and writing a contract, it is only necessary to obtain three informal] 
bids and select the low bidder, since it is an off-the-shelf purchase, pre- 
pare a voucher at that time which becomes the receiving report, and the 
voucher, and take the voucher to the vendor. He signs the voucher, 
and we give him the cash and take the off-the-shelf item back for our 
use. 

Mr. Brownson. Are those people who are authorized to make petty 
cash purchases under bond? 

Colonel Furton. Yes, sir; that is right. 

General Rawuines. If they are civilians. If they are officers, they 
are under military law. 

Mr. Brownson. How does that work out? Is bonding a delay or 
handicap in any way, or is the requirement that they be bonded work- 
ing out all right? 

Major General Braptey. It is no problem at all. 

Lieutenant General Rawtirnes. I think the major problem is an edu- 
cational problem of our own people to get them to utilize a device 
which we have that saves a lot of red tape. Many of them, being 
accustomed to using the old procedure, still want to use it. It is hard 
to get them going, but it is going along, and we are not having any 
difficulty. 

Mr. Lbrownson. Who pays for that bond; is it paid for by the Fed- 
eral Government or the employee? 

Major General Braptey. By the individual himself. 

Colonel Futron. That concludes my presentation. 

Mrs. Harpven. Will we have time for a question now? 

Mr. Bonner. Yes, Mrs. Harden. Go right ahead. 


STRIKE AT ALLIS-CHALMERS PLANT 


Mrs. Harven. Colonel Fulton, Terre Haute, Ind., is in my district. 
Does the Allis-Chalmers contract come within your jurisdiction ? 

Colonel Futron. Yes; it does. But I would like to address your 
question to General Bradley. 

Mrs. Harpen. I am particularly interested in that. 

Major General Braptey. Yes, ma’am. We have had a very un- 
happy experience over there. They are set up as one of the main sub- 


i 
5 
a 
. 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 4] 


contractors to Wright Aeronautics to build parts for one of our major 
jet engines, and they have had a strike which started about the Ist 
of June, and it is still very much unsettled. They had some critical 
machine tools in there that we shipped in for the performance of that 
contract. We furnished them to build these parts, and we have had 
to remove some of those tools in order to get them to work in places 
that were not struck. That is about the status of it today. We hope 
they will get the strike settled. 

Mrs. Hanven, | hope they will get it settled, also, because it is ¢ 
very, very critical area, and the unemployment situation is very bad. 
In fact, it was declared a critical are a, and I am hoping they w ili get it 
settled soon. 

Major General Braptey. We had hoped that the necessity of our 
having to remove the tools would help to get the strike settled by speed- 
ing up their negotiations. 

Mrs. Harpen. I think I read where you had removed about 125 ma- 
chine tools from there. 

Major General Braptey. I think there are more than that still there. 

Mrs. Harpen. That was the latest information I had. 

Major General Bravery. Yes, ma’am. 

Mr. Harpen. Will the other machine tools be returned if the strike 
is settled ? 

Major General Braptey. If the strike is settled, we will have to keep 
the tools probably where they are if they are cutting metal. 

Mrs. Harpen. Where are they now? 

Major General Braptey. The tools that would have gone to some 
other places will be put back to work there. These have been shipped 
to both Wright Aeronautical, which is the prime contractor for the 
engines, and some of them have gone to Oldsmobile and to Buick, who 
are also in the program. 

Mrs. Harven. There are thousands of men out of work down there. 

Lieutenant General Rawiines. What we ate doing—the tools that 
would have gone to these other firms will flow back to Allis-Chalmers 
rather than pulling out the other tools. 

Mrs. Harpen. When the strike is settled, some tools will be returned ; 
will they not? 

Major General Braptry. If they don’t get the thing settled in a 
reasonable time, we will be forced to build t up the necessary capacity 
in other places. It is a very serious thing. By that time, there won't 
be much left to put back in there. Wr ight Aeronautical plans to use 
them as our major subcontractor, but every day the thing is delayed 
we have to set up a structure th: at will support our program. 

Mr. Gitpatric. That program is one of the most critical in the Air 
Force, because it is supporting not only our own forces. 

(Discussion off the record.) 

Major General Braptey. Every day we are delayed we are getting 
set up to build them some place else. 

Mrs. Harven. I realize how serious it is, and I hope it is settled 
soon. 

Mr. Bonner. If everyone has finished, the general has suggested 
we take a little recess. I think we are all entitled to it if you are 
ready. 

(Whereupon, a 15-minute recess was taken.) 

25062—53——4 
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STATEMENT OF COL. WALTER B. PACKARD, DEPUTY FOR PRO- 
CEDURE AND FIELD OPERATION, DIRECTORATE OF SUPPLY AND 
SERVICES 


AIR FORCE DISTRIBUTION SYSTEM 


Colonel Packarp. Mr. Chairman, the preceding speakers have 
shown how we compute our Air Force requirements and how we go 
about procuring our property. I would like to briefly show our 
United States Air Force distribution system. 

The objectives of the USAF distribution system are to procure, 
store, and issue USAF supplies and equipment at various points and 
in sufficient quantities to insure that the using activity has the right 
item at the right place at the right time and with the utmost economy ; 
two, to operate the supply system through the establishment and 
maintenance of a single supply procedure Air Force-wide with uni- 
form methods for each echelon of the AF to follow. 

The distribution system employed by the Air Force has been de- 
veloped and is based upon sound business principles. This has been 
accomplished through the use of modern, up-to-date management 
techniques, tools and devices. Standards, measures and optimum 
rates have been developed and are in use today for all supply func- 
tions and operations. 

The services of major industry and industrial engineering con- 
cerns have been used to improve the Air Force distribution system. 
In addition, aggressive action is constantly being exerted to further 
improve the system to reduce cost in personnel, equipment, and 
resources. 


PROCUREMENT OF SPARES AND SUPPLIES, FISCAL YEAR 1952 


I would like to give you a brief picture as to our fiscal year 1952 
procurements of spares and supplies for the Air Force, exclusive of 
complete aircraft and guided missiles. For fiscal year 1952, our 
Air Force procurement of supplies and equipment for delivery to our 
zone of interior depots or direct to using Air Force activities 
amounted to approximately $5.5 billion. Of this $5.5 billion figure, 
the Navy under single service creveaners procured for the Air 
Force a little over $1 billion or 13.5 percent of our total Air Force 
procurements for delive ry to our Air Force depots or Air Force using 
activities. Of this $5.5 billion, the Army under single service pro- 
curement on common-use distribution responsibilities procured ap- 
proximately $1.1 billion of supplies for the Air Force or approxi- 
mately 15 percent of our total Air Force procurement. However, of 
this 15 percent procured by the Army, approximately 50 percent of 
the items were procured for distribution and storage by the Air Force 
at the Air Force storage depots. Therefore, based on our fiscal year 
1952 procurement, the Air Force is storing and distributing more than 
90 percent of the supplies and equipment required to support the 
Air Force. 

Mr. Bonner. Just a minute there. 
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AIR FORCE ROLE IN AVIATION PROCUREMEN ¢ 


Mr. Secretary, under the National Security Act, the Air Force was 
created as a separate branch of the armed services, and was not it 
contemplated that the Air Force would have sole jurisdiction over 
everything of an aviation nature? 

Mr. Givearric. E xcept for Navy air. 

Mr. Bonner. Navy air was excluded in the reorganization ? 

Mr. Giipatric. Navy and Marines. 

Mr. Bonner. And yet from this chart do I understand now that the 
three branches of the service are buying technical items for the Air 
Force ¢ 

Mr. Gitpatric. No. Those items, I am sure, include standard stock 
common items, too. 

Colonel Packarp. Yes, sir; some of them do. Some of the Navy 
procurement are technical items, I believe, under single service 
procurement. 

Mr. Gitpatric. And also some communications equipment of the 
Signal Corps, but the Army, Mr. Chairman, does not buy any aircraft 
technical items. 


AIR FORCE BUYS ALL ARMY AIRCRAFT 


Mr. Bonner. You buy all aircraft for the Army? 

Mr. Giipatric. Yes, sir. 

Mr. Bonner. Does the Navy or Marine Corps buy any aircraft 
technical items for the Air Force? 

Mr. Givpatric. Yes, sir; they do. That is pursuant to single serv- 
ice purchase assignments or under plant cognizance, as I explained 
before. 


AIR FORCE SEA RESCUE AIRCRAFT 


Lieutenant General Rawrines. May I give an example of that? We 
have a requirement for what we call air-sea rescue aircraft to take 
care of our people who are forced down at sea, in lakes, or on ground 
areas where we have water or an isolated area. The particular air- 
plane that is used for that purpose is one designed and developed 
and is in production for the Navy. So that airplane we have the 
Navy buy for us, because they are already buying it for their own 
use. So rather than set up an additional procurement direct, we buy 
them through the Navy. 

Mr. Bonner. You have the Coast Guard, too, to do air-sea rescue 
in a civilian capacity, and you have the Navy to do air-sea rescue in 
the armed services. Then, do not the Coast Guard and Navy both do 
air-sea rescue in the armed services ? 

Lieutenant General Rawtiines. My understanding of that pro- 
gram—and we can get you the details on it—is that it is hen ated to 
the particular activities they have assigned for the air-sea rescue 
mission. I believe in the continental zone of the i iri on it is all 
assigned to the Air Force. This we can get the exact details on for 
you. But there is an assignment of those responsibilities between the 
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services so that we are not overlapping each other’s function in taking 
care of the air-sea rescue mission. 
(The matter referred to is as follows:) 


UNIFICATION OF AIR-SEA RESCUE WORK 

The Joint Chiefs of Staff are now considering proposals which would unify the 

conduct of air-sea rescue activity among the three military departments. Pres- 

ently each of the military departments has command jurisdiction over their 
air-sea rescue activity with direct coordination between the services. 


NAVY-AIR FORCE DIFFERENCES IN BUYING SPARE PARTS 


Mr. Bonner. Does the Air Force use the same method of buying 
spares as the Navy and Marines? 

Mr. Givpatric. If you are referring, Mr. Chairman, to this new 
case-55 spares provisioning, we have introduced one variation over 
what the Navy has been doing. And it has been agreed now with the 
knowledge and acquiescence of the Munitions Board staff that each of 
us, the Navy and the Air F orce, will continue for the time being and 
try out to see whether the variation which we have introduced will 
ultimately be more efficient and keep us current on spares better than 
we have been without requiring the Navy to change or vice versa. 

Mr. Bonner. Is this something new that has come up in the Muni- 
tions Board since the reorganization of the Munitions Board under 
recent order ? 

Mr. Gitpatric. No, sir. It came up inthe last month. 

Mr. Bonner. Now, what is the variation; just what is the gist of 
the variation ? 

Mr. Gutratric. The gist of the variation is that under the new 
procedure being followed by the Air Force we let the manufacturer of, 
we will say, a certain type of aircraft go ahead and release into pro- 
duction the spi ires that go with that aircraft—the wing sections, the 
landing gear, the nose section, tail section—whatever ‘the parts are 
that are needed as spares for that aircraft. Before, the spares pro- 
visioning team from the Air Force has gone out and checked the manu- 
facturer’s planning on that. In other words, if you are going to have, 
we will say, a rate of 100 aircraft complete a month and you determine 
your need on the average of, we will say, five tail assemblies, it is much 
cheaper if the manufacturer sets up his tooling and orders his mate- 
rials for 105—that is, the 100 that will be needed for the complete air- 
craft and the 5 that will be needed for spares—at the same time. 
Under our previous procedure, we were not able to follow that policy. 
So we are letting the manufacturer go ahead in that case and order his 
materials and set up his tooling and his manufactur ing on the basis of 
105. Then, our people here in headquarters will check that and 
verify that. If they find the manufacturer has over- or under-com- 
puted the spares factor, we correct that before any substantial costs 
have been incurred, so there will not be any major termination expense 
involved. We do, in effect, telescope the timing of the forecasting of 
spares by letting the manufacturer have a little head start on the 
process. What we have done in order to make sure we are benefiting 
from the Navy’s system and the Navy is benefiting from ours is that 
a number of us, including myself, went up to the aviation supply office 
of the Navy outside of Philadelphia and we spent a whole day going 
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through their system. Then, a group of officers from the Air Matériel 
Command came into headquarters and did the same thing with the 
Navy, and we found our procedures were substantially the same except 
for this one factor. 


MUNITIONS BOARD TO FIX POLICY 


Therefore, the Munitions Board representative who was there, Ad- 
miral Ring, has agreed to let the two systems go ahead for the time 
being to see whether we are going to get better results under our vari- 
ation or whether the Navy’s sticking to its present system is best for 
the two. It is like Buick and Chrysler trying out different methods 
of distribution. 

Lieutenant General Rawuines. May I make a statement in connec- 
tion with this particular problem? We have a report through which 
we operate in order to be sure that our combat equipment is flying, 
and it is called Aircraft Out of Commission for Spare Parts Report. 
We get that world-wide and keep very tight control to be sure we have 
got the items or particular spares for those aircraft to keep them flying. 
For example, in Korea 

(Discussion off the record.) 

Mr. Bonner. Since you brought that up, we heard you were short 
of parts in Korea. 

Lieutenant General Rawiines. Perhaps this part of the discussion 
would best be off the record. 

(Discussion off the record.) 

Lieutenant General Rawiines. The F-86 was not intended to be 
deployed outside the zone of interior in terms of our procurement 
action when we initially bought them. When we were considering 
our budget—I believe it was for fiscal year 1951 or 1952; I am not 
certain of my dates—we had an item of war reserve of spare tanks, tip 
tanks, for F-86’s. We were trying to hold our request down to the 
minimum possible figure, and we eliminated, on the basis of our best 
judgment, that item. What happened then was that when the F-86’s 
were deployed in Korea they had to operate farther up north than we 
had originally anticipated, and we did not have enough wing tanks 
to take care of the number of planes. This meant that the plane 
would have to stay down and we would be subject to attack by the 
Chinese on the ground. The thing was so serious we actually had to 
fly wing-tip tanks from the United States to Korea to let those air- 
planes go ahead and perform their mission. 

That situation changed a couple of times. At one time they were 
fighting directly over the line, and then we had to go to the Yalu, 
and on each of those missions they lost a complete set “of tanks. Our 
requirements jumped 1,000 percent over a very short period of time. 
As a result of that, we have been checking all of our spare parts pro- 
gram carefully, and we have found that “with the present procedure 
there is such a period of time that we were generally late with our 
new model spares support in early days because we did not have 
concurrency of spare parts. In peacetime, when you are not fighting 
and you do not have to deploy, you can suffer that and reduce your 

rate of operation until you have picked it up, but in wartime or in 
an emergency, you can’t do that. What we worked out was this 
method of having the contractor select the long lead time items, and 
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we have then allowed him to go ahead with these items. The danger 
of course, is that he will put on things that you do not need later. 
We recognize that. We are doing business with aircraft companies 
that have been in business for many years, and they intend to stay in 
business. So they are going to play this game as well as they can, or 
they are out of business. We do not buy, their equipment. We feel 
by letting them go ahead we will be able to obtain this kind of sup- 
port. We are following up to recheck that list, and we are making 
adjustments of whatever the actual situation appears to be at that 
time, either increased or reduced, and we think in the event of that 
we will be able to keep this extra equipment flying when we need it 
to fly. 

Mr. Bonner. Since you got into Korea and this subject, Mr. Secre- 
tary, General Alkire made the statement over in Tokyo that the Air 
Force was only able to perform effectively 40 percent. Now, was it 
due to this situation, or was it due to the supply services of the Army 
who were supplying them ? 

Mr. Gutrearric. Mr. Chairman, I have been to Korea in the last 2 
months, and so far as I know, the only fall-down in spares support 
was due to a condition which General Rawlings has gone into, and 
that is when we did our planning and programing in the pre-1950 
days or even in the early part of the Korean war, we didn’t know as 
much about the conditions as we do now, as witness the fact that the 
AOCP rate for lack of spare parts went down in 6 months from 
nearly 50 percent to under 5 percent. 

I agree with the statement Mr. Finletter made to you in June, and 
that is that by and large our sister services, where they have been 
called upon to give us support, have done as well as they could do. 

Mr. Bonner. That was a pretty serious statement, and you know 
there was a controversy that arose at the hearings. I thought that, 
since you are aware of it, when you were in Korea—— 

Mr. Girarric. I looked into it myself. 

Mr. Bonner. Were you looking into that because that was a serious 
charge for one service to make against a sister service? I thought it 
was well worth developing and ascertaining what you found out about 
it, because we brought it to the attention of General Ridgway, and 
he said he had never heard of such a thing before and never heard if 
mentioned before. 

Mr. Giiratric. I looked into it when I was there, and I talked to 
General Weyland, who is the commanding general for the Far East 
Air Command, and General Clark, and I asked a number of other 
Air Force officers who have gone out since that was initially reported. 
Under the stress and strain, certain officers in General Alkire’s posi- 
tion felt very strongly about it, but by the time I got there, whatever 
conditions there were such as that were cured. 

Mr. Bonner. Did it ever exist? That is the question we were 
interested in. This subcommittee has never tried to bring about a lot of 
publicity. We have been trying to get down to facts and funda- 
mentals; we are striving for something that will be more economical, 
whatever it may be, and that charge was pretty serious. We want to 
know whether or not there was any basis for such a statement. 

Lieutenant General Rawiines. Could I make a statement that bears 
on this general subject? We are buying things for other services, 
and they are buying things for us. We have trouble in our own 
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procurement program on occasion—for example, the strike situation 
or a technical problem that arises in the engineering, design, or some- 
thing of that sort—which make it impossible to meet the schedule that 
was asked for and that was required. That happens to us in servicing 
the other services, and it is bound to happen when they are servicing 
us. So you can probably always find, no matter how you work this 
thing or who is doing it, individual cases where there are single items 
that “might be relatively important where one service was unable to 
do the other’ s job but they were not able to do it for themselves either. 
Rather it is possible—I can see where a chap could enthusiastically try 
to drive ahead and get a job done and lay blame on somebody else 
when he didn’t know all the facts. 

Mr. Bonner. He didn’t pin it down to one period; he spoke of the 
whole operation. 

Lieutenant General Rawtrnes. I cannot comment on that. I do 
not know. 

Mr. Brownson. Is General Alkire still over there ? 

Lieutenant General Rawurnes. No, sir. 

Mr. Bonner. Are there any questions you gentlemen want to ask? 
I think this subject is well worth developing. 

Mr. Brownson. I would like to ask the general one thing on his 
spare parts provisioning set-up there. Was this aircraft case No. 55 
developed here in cooperation with the Munitions Board ¢ 

Lieutenant General Rawiines. Case No. 55—and we probably have 
somebody here who knows all the ins and outs of it—was a Munitions 
Board case developed jointly by the services. We have used the vari- 
ous cases that form a basis tor our several operations. Case No. 55 
is quite controversial. There are some people in the industry who 
do not like it for certain reasons, because of the red tape and paper 
work involved. Generally we go along with case No. 55 except this 
particular variation I am talking about. We think it will give us 
what we need when we need it, and we will still be able to do it on an 
economical basis. 


RESPONSIBILITY FOR SPARE PARTS DETERMINATION 


Mr. Brownson. Under your particular variation, who determines 
the number of spare parts that will be bought at the same time as 
the airplane? 

Lieutenant General Rawtines. The determination is made by the 
requirements people within the supply activity here. They are the 
ones who actually compute the requirements for spare parts for the 
Air Force. 

Mr. Brownson. The airplane manufacturer does not determine the 
quantity of the spare parts that will accompany it ? 

Lieutenant General Rawutnas. No, sir. 

Mr. Curtis. He participates in the conferences in determining it? 

Lieutenant General Rawurines. That is right. He will be able to 
initiate under this arrangement the items he thinks are going to be 
used and required as spare parts, but we make the computation of the 
requirements within the Air Force and then recheck it with the manu- 
facturer and make the adjustments. 

Mr. Brownson. When you make that computation of your spare 
parts and schedule your purchasing for the new aircraft that you 
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are buying, do you take into account your inventories on hand in 
connection with the existing aircraft which are in service? 

Lieutenant General Rawiines. Yes, sir: and on order. 

Mr. Girratric. I do not think this problem applies to aircraft on 
order at all—just new aircraft. 

Mr. Brownson. You mean new aircraft already in production? 
You — use your historical experience in supplying your separate 
parts 

+e General Rawiines. Yes, sir. 

Brigadier General Parker. It might be well to clear up one item 
here. The provisioning team was made up of supply people from 
here, representatives of the using command, and the manufacturing 
people. All we are doing is rewriting surveys upon the manufacturer 
to know what is needed for his own product. What we are doing is 
allowing him to anticipate a release for production of those long lead 
time critical items and report to us what he has done within 21 days. 
That is the time limit. And then the same process takes place that 
did before. There is just one difference in it 

Lieutenant General Rawiinas. I might add one more comment that 
might help clarify the question. We feel that the contractor has a 
great deal of knowledge and experience in regard to these matters, 
and he has a technical responsibility to see that that airplane is able 
to do its job, that it is flying, that it cannot do the job if it is on the 
ground. Likewise, if we spend too much money for parts that cannot 
fly, it means he cannot produce as many airplanes. So he has an in- 
terest in it. 

Generally they have technical representatives with our using agen- 
cies, and that information is sent back to the plant as to what is actu- 
ally happening in the field. You probably found some North Ameri- 
can representatives in Korea. So we feel we are able to capitalize on 
the ability in the industry, and as I see it, the hitch and the thing we 
have to be careful of is that they do not produce things we do not 
need. Our feeling is in the case of our major contractors who are not 
in and out of the program that they have to build these particular air- 
craft, and they have got a continuing interest and want to do it but 
for a price, too 

Mr. Curtis. Do not you actually find industry more frequently sug- 
gests to you to cut back your orders? 

Lieutenant General Rawirnes. It h: appens all the time. They will 
tell us this item is not needed and to cut it out. That happens often. 

Mr. Brownson. How does this compare with the procedure you 
wound up with at the end of World War II? Was not the contractor 
given more latitude then than he is now ¢ 

Lieutenant General Rawitnes. I would have to refresh my memory. 
General Hefley, do you remember? 





STATEMENT OF BRIG. GEN. W. T. HEFLEY 


Brigadier General Hertey. The procedure used now is merely a de- 
velopment of the procedure which was developed during World War 
II. The contractor was not given this latitude at that time. We had 
a procedure which took a considerable amount of time to arrive at a 
selection. That took, up until recently, a considerable amount of time 
to make the actual selection. So that the items for end-item require- 
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ments were in production before we knew what spare item would be 
required. Frequently that requires additional tooling and additional 
materials. The cost of spare items, therefore, would be considerably 
increased. 

Mr. Brownson. The main difference of opinion concerning case 55 
comes from the Navy; does it not, General ? 

Lieutenant General Raw.rnes. Yes, sir. 

Mr. Brownson. We have in the record a letter * from Mr. Askin to 
Mr. Gilpatric and also the letter from Admiral Ring where they said 
the only exception to the plan of providing spare parts with initial or- 
der is that it is unnecessarily expensive, and that is why I wanted your 
viewpoint at this time. 

Mr. Gitparric. Since Mr. Askin’s letter, we have both had a look- 
see at each other, and Admiral Ring was along. ‘The consensus was 
that we would each try out our respective approaches on a trial basis 
and see whether the Navy wanted to do what we are doing or whether 
we found we were wrong; and I think, with the Munitions Board look- 
ing over our shoulder, we will have a fair trial of it and then make a 
decision whether to continue our system or vary it. 

Mr. Brownson. How long a trial will that be, Mr. Secretary ? 

Mr. Gupatric. I think it will be—General Bradley, what would 
you say ? 

Major General Braptey. It will be short. We plan to go through 
at least this fiscal year. 

Lieutenant General Rawtiines. It would not do any good to go 
through a shorter period. You would not have the end result. What 
happens on the delivery of these items is that the flow time is so long 
it will take at least a year to measure it. 

Mr. Brownson. When do you consider that experiment started ? 

Lieutenant General Rawiines. The Ist of April. 

Mr. Brownson. When you have had a year’s experience in this pro- 
gram, will the processes of the Air Force and the Navy be surveyed 
and evaluated, and the results of your two independent approaches 
to this same problem be appraised ? 

Mr. Gitearric. Well, my conception would be we would simply com- 
pare notes again with the Munitions Board staff sitting in. In other 
words, we would show them what our results were, and they would 
determine whether or not they wanted to vary the program. Actually, 
over-all they use somewhat different terminology in their rule book, 
but there is no basic difference in practice at all. They have to take 
certain chances the same way we do. They have a smaller buying 
program, by and large; the Navy buys about a fourth as many aircraft 
as the Air Force does, and their aircraft are not as complicated. That 
is because they do not have bombers and heavy aircraft, such as trans- 

orts. Our problem is a good deal more serious than theirs. It may 
that they can supply on a more simplified basis. But the thing is 
being watched carefully and will not get out of hand. 

Mr. Brownson. When it is evaluated, will it be evaluated on the 
basis of unnecessary expense and waste as well as on the basis of what 
it has been able to deliver for combat in the way of aircraft ? 
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Mr. Ginearric. Yes, sir. If we do find that our manufacturers 
are overestimating the spares factor and we have to pay any substan- 
tial cancellation or termination costs, we will certainly take a hard 
look at it. I do not think that will take place. 

Mr. Brownson. Thank you very much, Mr. Secretary. 

Mr. Curtis. I would like to follow through on this cost question. 
First, I would like to mention that my question is in the nature of a 
comment. 

It seems to me the biggest problem you have is the fact that aircraft 
are changing in design so rapidly that you do not get a good usage 
figure before you go to a new design, and your usage of spares changes 
sorapidly. W ould you say that is a fair comment 4 

Mr. Gitrarric. That complicates the problem. 

Mr. Curtis. Yes. That complicates the problem; that is, in rela- 
tion afte fields, like automotive spares. That is a pretty set thing. 

Mr. Gitrarric. The problem really would not exist were it not for 
the condition you mention. If we were not bringing new aircraft into 
our program, we wouid not have to resort to this procedure e at all. 

Mr. Curtis. As I understand it, there is beginning to be developed 
now a distributive system in the aircraft industry for commercial- -type 
aircraft spare parts, but up until very recently there was no program 
in the industry on how to handle spares. 

Mr. Giupparric. No. And, actually, Mr. Curtis, the Air Force has 
had to come to the help of industry. 

Mr. Curtis. That is because you have more than they have. 

Mr. Gitrarric. Yes,sir. The airlines were faced with a very serious 
situation about 6 or 8 months ago, and they asked us if we would 
furnish spare parts to them, so some of the commercial airlines could 
keep operating. We worked out an arrangement whereby they could 
buy some Air Force stocks, 

Mr. Curtis. I want to ask just one question on distribution. Do 
you find that a big problem comes up in the distribution of spares 
through failure to identify the innumerable spares that are in the 
system ? Do you lose them out in the field through warehousing and 
failure to get them when you actually have the parts right on hand, 
but it is a failure to e: atalog and identify them? Does that problem 
still exist ? 

Brigadier General Parker. There is always a certain amount of 
that, but I do not think it is of any serious proportion. But there is 
bound to be, I think, in almost any operation of this magnitude some 
lag time and some possibility of identification falling a little behind. 
Also, there is some possibility of the lack of applying proper procedure 
and use in field operations where conditions are difficult, which might 
bring about the situation that you suggested. You might have a part 
there, and it would not be identified because they did not know it 
was there. 

Mr. Curtis. One test of that, I would say, is that if you have a lot 
of cannibalization it usually comes as a result of failure to identify 
the spares you need and they resort to cannibalizing another airplane 
in order to get them. I have seen that happen many times. 

Brigadier General Parker. Are you talking about not having pro- 
cured the proper spare initially ? 

Mr. Curtis. No. I am talking about when you have already pro- 
cured the item. I am now wondering, with this big problem of dis- 


Se 





7 
< 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 51 


tribution of these same spares that you have already procured in 
getting them warehoused, identified, and sent out to the field, actually 
having those spares in existence and not being able to know that you 
have them. 

Brigadier General Parker. It is true that some of that occurs. 

Lieutenant General Rawiines. Can I make a comment on this ques- 
tion? The thing which really is back of a lot of the problems we are 
discussing—I think it is important to know that we try to handle 
changes in our aircraft so that we are not changing for change sake. 
We have an enemy that has equipment that we are trying to be sure 
we can surpass. As you come along with e xperience W ith these models 
and find things you can do to improve their capability to do a better 
job, these changes have to be made. You ae find certain things that 
will increase the safety factor that we only learn through experience, 
and those things do generate changes. When you do have changes, 
you may have an effect on your spare parts, and we try to make those 
adjustments just as fast as it is possible when those c hanges come up; 
but, because of the volume and magnitude of it, it is possible that some 
of them will not be identified. 

Generally, what happens to us is that the lead time for making 
those changed parts is long enough so that you do not have the part 
when you need it, and that is the most serious problem from an opera- 
tional viewpoint. Likewise, if you are not careful, that will result in 
overprocurement, because you do not stop the item that has been 
changed. We have the technique and procedure to do it, but there 
are exceptions. 

Mr. Curtis. In my opinion, it is one of the most complicated things 
you can get into. 


DUPLICATION OF ITEMS 


Mr. Bonner. I made notes as we went along. There was some 
statement about 700,000 items. Which, if any, of these 700,000 items 
are duplications? What are you doing to try to avoid duplication of 
items? As your designs and plans change, there are many items that 
continue on that come on a new plane with a different number, the 
same item but which had been numbered on a former plane. Does 
that bring about this 700,000 items you spoke of ? 

Lieutenant General Rawirnes. We have a little presentation on 
cataloging that will cover exactly that question. 

Mr. Bonner. I saved this, but it came up right in connection with 
this question. 

Mr. Curtis. I have one general question. In the use of the word 

“distribution” there, where you say “Based upon fiscal-year-1952 pro- 
curement, the Air Force are storing and distributing 90 percent, 
that distribution actually is through the various echelons? 

Colonel Packarp. Yes, sir. 

Mr. Curtis. A good percentage of the distribution is actually by 
one of the other services: is that correct ? 

Colonel Packarp. No, sir. The 90 percent I referred to is entirely 
through the Air Force facilities, either zone-of-interior Air Force 
depots or Air Force bases. 

Mr. Curtis. Oh. In other words. it would not be Air Force pro- 
curing out of Army depots, for example? 
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Colonel Packarp. No, sir. This 90 percent refers to storage and 
distribution responsibility that was completely by the Air Force. 
Going back, Mr. Curtis, the Army purchases through single-service 
procurement a little over $1 billion of our Air Force material. 

Mr. Curtis. That disturbs me a little bit, that that figure could 
be so high. I was hoping in this utilization of the other services you 
would be utilizing as much as you could of their distributive system, 
too, rather than actually handling the distribution in your own depots. 

Colonel Pacxarp. This is not, of course—this 90 percent we in the 
Air Force have for many years—in fact, since 1917—I am sure you are 
aware we had a distribution system 

Mr. Curtis. I know that; yes. 

Colonel Packarp. A good share of the items we are distributing— 
in fact, practically all of this 90 percent—we have distributed for 
many years. We are talking about three things when we talk about 
distribution. We are talking about dollar distribution which might 
break down into different percentages. When we talk about tonnage, 
it might break down into a different figure. When we talk about 
numbers of items 

Mr. Curtis. But this includes all of your common-use items? 

Colonel Packarp. No, sir. This $5.5 billion includes our total Air 
Force support. 

Mr. Curtis. It does not include subsistence or medical. 

Colonel Pacxarp. No, sir. It does not include several items, such 
as subsistence, ammunition, medical, and so forth. 

Mr. Curtis. What is your rate as to common-use items ? 

Colonel Packarp. Of the $1.1 billion that the Army does procure 
for us, about 50 percent is retained by the Army for distribution 
through cross servicing. 

Mr. Curtis. I am surprised that the figure is that high, that 90 
percent. Maybe I misunderstand what you mean about your storing 
and distributing 90 percent, unless that word “distribution” would 
include distribution at a local level. But, if you put that all in your 
own depots, that seems like you are not utilizing as much of the dis- 
tributive system of the Army and Navy that you might be in the 
cross-Sserviclng program. 

Colonel Packarp. As I mentioned before, Mr. Curtis, through sev- 
eral years—in fact, the past many years—we have distributed the 
majority of the supplies that have supported the Air Force, which 
closely approximated this figure of 90 percent through Air Force 
depots. 

Mr. Girpatric. When you talk about dollars, Mr. Curtis, you get 
into airplanes—heavy bombers, for example, that may cost $3 million 
or $4 million apiece. Now, that makes a very high percentage in 
terms of Air Force storage and distribution equipment. 

Mr. Curtis. I thought this was excluding aircraft. 

Mr. Grvparric. It excludes complete aircraft and guided missiles, 
but it includes engines, for example. 








DOLLAR VOLUME VERSUS ITEMS 


Colonel Packarp. As Colonel Mullins stated, 3,000 or 4,000 items 
in the Air Force probably account for about 80 percent of our dollar 
volume. Therefore, the large range of items accounts for only a small 
percentage of our dollar volume. 
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Mr. Curtis. And this 90 percent is just a dollar figure? 

Colonel Packarp. Yes, sir. As I mentioned, when you break it 
down into a tonnage basis, you will get a different percentage from 
when you break it down into an item basis. However, I am talking 
entirely in terms of dollar value. 

Mr. Bonner. As I understand it, only 10 percent of the cost of 
supplies of the Air Force is what we term “common-use items.” 

Colonel Packarp. Not necessarily; no, sir; because within this 90 
percent, Mr. Bonner, there are common-use items which the Air Force 
has for many years stored and distributed itself but yet which have 
been stored and distributed by the technical ¢ervices in addition to the 
Air Force. I would like to give you some facts and figures in regard 
to the volume and scope of the Air Matériel Command’s supply activ- 
ity. These figures cover our 16 zone-of-interior depots and are for 
the fiscal year 1952. 

SUPPLY PERSONNEL 


In our distribution depets alone we have approximately 36,000 per- 
sonnel in supply. We utilize a little over 39 million square feet of 
covered storage space for Air Force supply and distribution respon- 
sibility. The number of items used by the Air Force but not neces- 
sarily stored and distributed by the Air Force is 1,043,000. The ton- 
nage handled through our zone-of-interior depots during fiscal year 
1952 amounted to 4,820,000 tons. The number of items processed dur- 
ing fiscal year 1952 for Air Force support was 37,034,000. The type 
of supplies that the Air Force distributed to its personnel, to its activ- 
ities, and facilities are in the following categories of supplies and 
equipment: aircraft spares, engine spares, electronics and armaments, 
photographics, publications, special-purpose vehicles and spares, cloth- 
ing, and so forth. 

The following categories of supplies and equipment are supplied by 
other military departments or governmental agencies: subsistence, 
ammunition, general-purpose vehicles and spares, weapons and spare 
parts, medical supplies, and other common-use items. 


HISTORY OF AIR FORCE DISTRIBUTION .SYSTEM 


Just a brief history of the Air Force distribution system. In 1917 
the Air Force distribution system consisted of four depots located 
throughout the United States. Each depot stored and distributed all 
classes of Air Force property for designated areas within the United 
States. From 1940 to 1943, eight additional depots were established, 
and each stored and distributed all classes of Air Force property for 
certain designated areas within the United States. During the period 
1943 to 1944, 56 specialized depots were established in addition to the 
12 distribution depots in order to maintain back-up stocks for our dis- 
tribution depots. By the end of World War II and by 1947, the Air 
Force had phased down to 13 Air Force depots. In 1948, the two- 
zone depot system was established under the prime and the opposite 
depot concept. This simply means for supply purposes that the 
United States was divided into two zones, with the Mississippi River 
roughly forming the dividing line. Instead of 12 depot areas, as we 
had during the war, we now have only a two-zone system, with each 
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area having a complete range of stocks but with no one depot carrying 
a complete range of stocks. 

Under this two-zone system, each zone stocks all classes of property. 
Each depot in eac h zone specializes in certain designated classes. One 
of the two zone depots for each property class is designated as the 
prime depot. The prime depot is additionally responsible for com- 
puting requirements world-wide, initiating procurement, distribution 
of stock world-wide, expediting and requesting diversion of property 
direct from vendors, authorizing local manufacture, receiving priority 
extractions from the opposite, and for furnishing statistical data as 
needed by Headquarters of the Air Matériel Command in order to 
efficiently and effectively operate the supply system. 

Our requisitioning and shipping channel for our zone-of-interior 
bases is as follows: A base will requisition an appropriate zonal depot 
for the property classification involved, and the depot in turn will 
ship the property to the requisitioning base. If a base needs a B-36 
part, we requisition on San Antonio; if it needs a part for an F-s6, it 
will requisition on the Sacramento depot. Similarly, in the eastern 
zone, if a base requires the same two parts, it will requisition on the 
two depots in the eastern zone. If an Air Force base requisitioned on 
our San Antonio depot and it did not have the part in stock, San An 
tonio would immediately extract the request to our Mobile depot, who, 
in turn, would furnish the part direct to the Air Force base. Bases in 
the central portion of the United States requisition on the closest zonal] 
prime depots. 

It is quite evident that if we had a base—take, for example, O’Hare 
Base in Chicago, just on the western side of our boundary zone—if it 
requisitioned upon Cheli in California just for the sake of being in the 
western zone, we would waste pipeline time and transportation time: 
whereas it could requisition on the Shelby, Ohio, depot which would 
carry the same item. Therefore, for the gray area surrounding the 
boundary line, these bases requisition upon the closest depot. And 
the benefits are quite obvious. It reduces pipeline time for some bases 
as much as 15 days, reduces transportation cost, and reduces the back- 
haul. 

Now, requisitioning and shipping channels for our oversea activities 
requisitions flow from our oversea activities to the oversea central 
control depot in the zone of the interior and thence to the appropriate 
zonal depot. We at the present time have three oversea control depots : 
One at Sacramento, serving the Far East and the Pacific; one located 
at Mobile, Ala., serving North Africa, the Canal Zone, and Puerto 
Rico; and one at Newark, N. J., which serves Northeast Air Com 
mand, Greenland, England, and Europe. 


OVERSEAS REQUISITIONS 


When the overseas depots re upon these control depots, 
the control depots make a record of the requisition and maintain 
complete data and follow-up status on ‘the requisition so as to indicate 
at any one time the status of the overseas requisition. The overseas 
control depot then immediately forwards the requisition to the depot 
for the filling of the item, and the depot, in turn, ships the property 
to the designated water or aerial port for transshipment oversea 
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In cross-servicing support for the supplies and equipment stored 
and distributed by the Department of the Army for the Air Force, 
requisitions flow from Air Force bases to an Air Force depot for stock 
control and editing purposes and then to the Department of the Army 
depot for direct supply to the base. For the supplies and equipment 
stored and distributed by the Air Force for the Department of the 
Army—for example, helicopter parts—Army laison type parts requi- 
sitions are submitted by the post camp or station to a designated Army 
depot for stock control and editing purposes and thence to the proper 
Air Force depot for supply. The distributive system utilized to 
supply Army requirements is the same as utilized in supplying Air 
Force requirements. 


STOCKAGE OBJECTIVES 


The stockage objective we maintain in our various echelons of sup 
ply are as follows: After the procurement has been made and the 
contract has been let to the manufacturer, the manufacturer will ship 
the items direct to the zone-of-interior depot where we attempt to 
maintain a 120-day stockage objective. Overseas depots attempt to 
establish a 90-day stockage objective. 

Mr. Curtis. That is added to the 120? 

Colonel Packarp. This is in addition to the 120; yes, sir. 

Air Force bases, whether zone of interior or overseas, maintain a 
5-day stockage objective out of which they supply the squadrons or 
various agencies for which they have support responsibility. 

One word on stockage obj yee tives. We do not mean by stoc ‘kage ob- 
jective a stock level. This 45 days is not the maximum stock as main- 
tained on hand; it is merely the stock on hand and on order at any 
one time, not including pipeline time. The average stock maintained 
on hand at a base will vary around 30 days—that is, anywhere from 
15 to 45 days—depending upon the cycle of requisitioning and when 
they receive their stock. 

Mr. Curtis. May I ask this question? This does not include pipe- 
line time ? 

Colonel Packarp. No, sit 

Mr. Curtis. So that would be added on / 

Colonel Packarp. Yes, sir. 

Mr. Curtis. Do you have the pipeline figures ? 

Colonel Packarp. I do not have the pipeline time for all of the 
bases. However, for our bases in the zone of interior, the maximum 
time allowed for pipeline time is 30 days. However, no one has au- 
thorized a standard pipeline time. That is based upon actual experi- 
ence rates which we have checked from our various areas. We find 
some of the pipeline time is as little as 7 or 8 days, and in some cases 
they will approach the maximum of 30 days. 

Mr. Curris. But in considering your cushion, you would include 
your knowledge and understanding that the pipeline is a cushion it- 
self? 

Colonel Packarp. We understand it is necessary to include the pipe 
line time. 

Mr. Curtis. But it is alsoa cushion. In other words, you have those 
goods available. Suppose your source dried up. You still are going 
to have that. 
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Lieutenant General Rawuines. Could I answer that? For exempts 
we had the steel strike. One of the reasons we are able to absorb a 
lot of the effect of that is that we do have this flexibility within our 
system. If we did not have, if it was geared precisely to the output, 
you would stop operations tomorrow morning. It is the same as 
American industry having inventories at various levels in the form of 
subcontractors and supplies. It is our distribution system that allowed 
us to go on a steel strike for 55 days. You have to be very careful 
that you do not cut them too fine and gear it so closely to production 
that we cannot take care of it if anything happens. I do not mean 
they have got to take care of all the unusual things. For example, 
when Korea occurred on the 26th of June, if we had not had some 
stock level and some pipeline, we would have been unable to deploy 
there what we deployed there and supported. 

Mr. Curtis. We agree with you gentlemen, but this committee is 
also very much concerned with all the cushion which can be placed 
in effect. 

Lieutenant General Rawiines. And we are, too, sir. We certainly 
do not want to have a lot of supplies beyond our own needs, but we 
do think we have to be very careful that we do not get it so fine that 
it is so sensitive to what happens that it will stop all of the operations 
in case some of these things happen. 


SUPPLIES AT END OF WAR 


Mr. Curtis. There were more goods in the pipeline at the end of 
the war in Europe than were used in the entire 3 years of the war. 

Lieutenant General Rawirnes. That is correct. And that is one 
of the very serious problems you have. The longer your pipeline is 
the more goods you have in it, and being able to crystal ball when 
is the time to cut off the inflow to that pipeline is a most difficult 
question. The logistics people will take a terrific beating in case you 
have a conflict. If that pipeline dries up, you might lose your whole 
operation; you might get a whole force geared to do a job, but if the 
pipeline is not there, the whole thing will fold up. 

Mr. Curtis. That is right, General. Of course, on the other hand, 
it has been axiomatic in the supply field in the military that a man 
never gets into trouble if he has too much. He gets into trouble if 
he does not have it. But we are in very grave danger from the other 
end, too, the economy end. 

Lieutenant General Rawiinos. Yes, sir. 

Mr. Curtis. We are all working for the same thing, but to work 
on it you have to get into these details. This business of your pipe- 
line—incidentally, on the common-use items, if you set up a separate 
supply system in the Air Force, that would create another pipeline 
where you would again have this tremendous amount in there instead 
of utilizing one pipeline. 

Lieutenant General Rawiines. I agree with you completely. We 
are getting to a point where not only as to the point of view of the 
impact on our budget and national debt, and so forth, do we have to 
worry, but you have to worry from the point of view of the physical 
items available, and I think purely from a military point of view 
we have to appreciate what we are doing to our national resources 
or we will not be able to take care of the very thing we are striving 
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to protect, and from a military point of view we have exactly the 
same objective. 

I agree with you. Historically we have had great difficulty, because 
the combat man is the man running the operation and losing the troops 
and doing the fighting, and therefore the tendency has been to let 
the logistics man kind of follow along, and if he undersupplied the 
combat man, he was in trouble, and if he oversupplied, nothing 
happened. 

1 know through my own experience in the Air Force that that 
situation is changing. The attitudes are different. We recognize the 
problem, but there is a very fine point of how far you can go. 

Mr. Curtis. I agree with you. We certainly want to try to sup- 
port the logistics, but still on the question of over-all supply 

Lieutenant General Rawiines. That can be life. Nothing is more 
important than that. And I can assure you when we do not get the 
supplies to our operating forces, we get blasted; and not only by the 
operating forces, but we get bl: asted by a lot of people, including 
sometimes the people who are trying to help us in the Congress. That 
is understandable, because they have people over there fighting whom 
they represent and they say “We haven’t got any spare parts,” and 
we have to sit here and be subject to attack. 





AIR FORCE REQUISITIONING CYCLE COMPARED WITH ARMY AND NAVY 


Mr. Bonner. Is your requisitioning cycle longer than that of the 
other services ? 

Colonel Packarp. We believe, Mr. Bonner, that they are shorter 
than the other services. I would like to show you some figures that 
you are already familiar with and show ‘you how we are attempting 
to reduce our pipeline time to a minimum and cutting out delays. 
I believe you recall in your briefing in Washington back in October 
you were shown this same chart, which shows the requisitioning 
through the channel of supply, from FEAF to the zone of interior, 
and back to the base, that that period was approximately 35 days 
for priority and the same channel for routine supply was 84 days. 
We were using a pipeline of 35 days for priority and a routine of 
84. For the 3 months ending April 1952, we have come up with a 
priority time of 28 days in the pipeline and a routine pipeline time 
of 69.7 or roughly 70 days, with a saving of almost 14 days in the 
pipeline time since October 1951, which, computing back in days of 
supply, would mean a real dollar saving. 

Mr. Bonner. There was a question which Mr. Kennedy wanted to 
ask the Secretary. 

Mr. Kennepy. Is there any study being made in the Department 
or at the Munitions Board level in regard to reevaluation of stockage 
objective ? 

Mr. Gutpatric. I do not know of any. 

Lieutenant General Raw ines. I do not know about the Munitions 
Board level, but we within our own activity are studying that con- 
tinuously. We have a businessman who is working for the Secretary 
right now, a Mr. King, who is working on it. 

Mr. Ginpatric. He asked about the Munitions Board. We are doing 
it here. We have three over-all studies under way, one in personnel, 
one in construction installation standards, and one in matériel. One 
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of the features of the matériel study is the reduction of spare parts 
factor in pipeline, and we may be oversanguine, but I am confident 
we are going to end up with some savings. In fact, I think we have 
already “reduced enough steps similar to the one that Colonel Packard 
has outlined where we have cut back, and we are trying to teach our 
own people. We do not feel this is a job that should be done for us 
by outsiders, by third parties, because our own people will not be 
benefited from the lessons learned. What we are trying to do is to 
combine the advantage of having an independent check-up maintained 
over our own procedures and have our own people really do the work. 
Presently the supply discipline that we are seeking—as General Rawl- 
ings mentioned, we have a consultant to him and to me, a man who 
has a great deal of experience in industry and also with the Govern- 
ment during World War IL with the War Production Board, and 
he is casting a critical eye over the practices we are going through. 
We hope by the time Congress reconvenes we will be able to report 
to you, to this committee, some tangible results. This will not in 
any way cut across the studies that the Secretary of Defense wil! 
have to make under the provisions of the Appropri: ition Act of 1953. 
There is to be a review of the tables of organization and equipment 
and tables of allowances and tables of distribution. So again we will 
have another scrutiny to which our supply system will be subjected. 


MILITARY COSTS VERSUS NATIONAL PRODUCTION 


Over-all, I just want to reinforce what General Rawlings says, be- 
cause I feel that in order for the Military Establishment to live within 
some figure—Mr. Finletter has shown it as 10 percent of our gross na- 
tional product, which would be our over-all military budget, including 
foreign assistance and atomic energy—of $35 billion compared to the 
$50 billion odd that was appropriated for that purpose in the last 
session of Congress we have got to make not only a highly selective 
decision as to the kind of security we will have and put first things 
first, but we have got to be a darned sight better in our management 
in making the most of what we have. I just think we have a long 
way to go. I do not want in any way to detract from what General 
Rawlings and others have accomplished to date, but we cannot rest for 
1 minute on what we have done. 

Mr. Kennepy. Will this study include an examination of the requi- 
sition cycle, also? Because it is evident from the presentation over- 
seas that within the same general area the requisition cycle for the 
Air Force might possibly be 210 d: ays and it might be 180 for the Army 
in the same area. That would lead anyone to wonder why, regardless 
of primacy of mission, they could not have some degree of uniformity. 

Mr. Gitpartric. There should be. We ought to use the lowest. com- 
mon denominator. If there is any vé riation on the up side, it should 
be eliminated. 

Colonel Packarp. We have a study under way at the present time 
on our pipeline time in all theaters trying to break it down to deter- 
mine the amount of time it takes to initiate the request and forward 
it and process it, commercial shipping time back, handling it back 
to the depot, and part of the savings I have shown were the result of 
that study, trying to examine, if possible, the pipeline time in order 
to effect greater savings. That is a constant study which we have. 
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O’MAHONEY AMENDMENT ON STOCKAGE LEVELS 


Mr. Bonner. The O’Mahoney amendment requires you to use the 
lowest stoc ‘king level. Now, w hat have you done in regard to comply- 
ing with that? 

Lieutenant General Rawuines. Can I answer that? 

Mr. Bonner. What have you done in regard to complying with that 
directive of the law? 

Lieutenant General Rawtines. Under that directive, the regula- 
tions were to be issued by the Secretary of Defense—I believe it was 
the 8th of September—and my unders standing is that the regulation 
is in the process of being pre pared right now and it will be ready and 
we will be following it on the 8th of September. 


STOCKA@E LEVELS ON CIVILIAN TYPE ITEMS 


Mr. Curtis. On that, General, surely we could cut down on the 
stock level of civilian-type items, like coffee, for example, where they 
have a 6 to 8 months’ supply, when the military only uses 5 percent of 
the amount of coffee imported into the United States. I know you are 
not in coffee, but on common-use tools, screw drivers and so forth, 
where the amount of supply in the civilian field is so great, you do not 
need to worry. You could go out and requisition all the screw drivers 
around if necessary. 


AIR FORCE TO USE COMMERCIAL PIPELINE 


Lieutenant General Rawxrnes. I certainly agree with that approach. 
Part of this presentation which you saw, where we were talking about 
our local purchase business—that is the kind of thing we are trying 
to get down to—local purchasing. 

Mr. Curtis. You would not need any stock level. 

Lieutenant General Rawurnes. No pipeline at all. 

Mr. Curtis. No; you would not need any pipeline at all. 
Lieutenant General Rawiines. No, sir; except the commercial pipe- 
line. 

Mr. Curtis. That is right. 

Lieutenant General Rawu1nes. In the past, based on bitter ex- 
perience, you do have problems in some areas with common items in 

case of emergency, but generally that kind of thing you can work out, 
and we are willing to do that. 

Mr. Brownson. When we were holding hearings in Wiesbaden, 
Germany, an officer there used a chart which was set up on the basis 
of supply of paint. The point of his chart was to demonstrate the 
stock in the pipeline necessary to provide a using unit with one can 
of paint a day. We went on through all the factors from the major 
shops where he had a 15-day supply plus a 5-day safety factor, to the 
base where he had a 30-day supply and a 15-day saree factor, the 
USAFE depot where he had a 90-day supply and a 45-day safety 
factor, and back to the United States where he also had supplies and 
the safety factor. 

I can understand on ammunition and critical items like that where 
you need a safety factor. But this paint illustration implies that 


* See p. 1012, hearings on Federal Supply Management (Overseas Survey). 
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same safety factor is applied to some of these common-use items which 
could be procured offshore in actual emergency and which we could 
get along without for a limited time if our supply lines were cut 
entirely. It seems to us that the headquarters which makes the deter- 
mination as to what the reserve stockage level shall be is an echelon 
which has a terrific responsibility as to the over-all inventor vy which is 
going to be tied up in these common supply pipelines. Who makes 
that determination and is it made on the basis of whether or not it is 
actually necessary from the standpoint of combat effectiveness to 
maintain these reserve stocks? 

Brigadier General Parker. That is the part of the program that 
the colonel mentioned. It is an examination of all of these areas to 
see where savings can be made. That sort of item, the common-type 
item, we would like not to stock at all, and even overseas to cut that 
to a minimum. e 


HANDLING LOW-COST VERSUS HIGH-COST ITEMS 


Lieutenant General Rawttnas. There is one thing I would like to 
interject here. One of the ways that we are trying to get at this thing, 
and we haven’t worked it out yet, is to try to separate the high-cost 
item from the low-cost item. Generally we had a system that handled 
all items alike, and we wrapped ourselves upon a teriffic volume of 
paper work with many items that don’t mean very much in dollars. 

h or example, about 10 percent of our items, and these figures are 
subject to some minor modifications, represent about 80 or 90 percent 
of our dollars, and conversely, 80 or 90 percent of our paper work is 
only about 10 percent of the dollar. 

We are trying to develop a program with the aid of Mr. King, who~ 
is the consultant and the businessman, we are working on the spare- 
parts problem to find some way of doing that. The problem is 
to get enough technical ability within our own operation to work 
out such a thing, which is complicated and involved, and which will 
cause us some difficulty. We will find some low-cost item which, when 
you take it by itself, stands out like a sore thumb, if you don’t do a 
good control job on it. 

We are working on that, and I hope we will have something that 
will make it possible to do a real job on a high-cost item. 

Mr. Brownson. In other words, it is barely possible that all the 
paper work on the low-cost item may cost more ‘than the low-cost items 
would cost. 

Lieutenant General Rawiin@s. It very well could be. 


QUARTERMASTER TEST AT OGDEN 


Mr. Bonner. General, are you familiar with the Quartermaster test 
at Ogden General Depot on this very subject? (See pt. IV, sec. 1 of 
these hearings, p. 567.) 

Lieutenant General Rawiines. I heard just a comment last night 
about that; I have not heard any of the details of that test, sir. 

What is it in connection with? 

Mr. Bonner. Economical merchandizing of small, inexpensive 
items. 
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Lieutenant General Rawtines. If they have something we are in- 
terested in it. 

Mr. Bonner. That chart there just says “stock objectives.” That 
takes in all items, I presume. 

Colonel Packxarp. Mr. Bonner, we are speaking in broad terms; this 
does not cover local purchase items, or local manufactured items, or 
items purchased from GSA. 

We do break our stocks down into various steps based upon from 
whom procured, and the pipeline time, and reserve stock. 

Lieutenant General Rawuines. If the Quartermaster is working on 
such a thing at Ogden we would certainly like to take a look at it. 

Mr. Bonner. Let Mr. Ward make an observation on this. 

Mr. Warp. The subcommittee is going to Ogden to take a look at this 
test. Maybe you would want to have someone out there, because Mr. 
Pearson, a very high-caliber businessman has been conducting the test 
for several months. He thinks by putting merchandizing methods 
in there, particularly with the type items you are talking about, Gen- 
eral, he can cut down the stock level maybe 50 percent, and he claims 
they are filling the orders in a few hours now. 

They have cut the paper work, because it is worth more than the 
item. He claims most of the orders are for a few dollars and he has 
streamlined the merchandising program all the way through. He has 
cut out the electrical machine operation, and has adopted the manual 
system. 

Lieutenant General Rawuiines. That is very interesting to us, and 
we will have one of this group that is working with Mr. King, one of 
our people, get together with the Quartermaster; we wouldn’t want 
to interfere with your trip. We will have him go out and see what he 

van learn. 

We want to learn anything anyone has. 

Colonel Packxarp. We compute our quantitative stock levels based 
on past consumption, and adjust these levels by considering back orders 
of a recurring nature, or substitute items, or anticipated requirements, 
including such things as program information, movement of equip- 
ment, and status of facilities and seasonal requirements, 

To enable the prime depot to effect distribution, compute require- 
ments and completely service the classes for which it is specialized, 
the prime depot receives a quarterly stock balance and consumption 
report from all bases in its zone, as well as a report from the opposite 
depot, bases in the opposite zone, and from all overseas depots and 
bases, in order that it may have on hand a world-wide inventory of 
stock. 

This quarterly stock balance and consumption report includes all 
serviceable property on hand, reparable property, property out on 
memorandum receipts, currents 90-day consumption. 

Then we have a rationing of materials in short supply. Oftentimes 
we ration materials, and the purpose of that is to insure that material 
available for organizations and projects with great strategic impor- 
tance, and to meet specific conditions for supply priorities. Here are 
some of the methods that are used for rationing stocks in short supply : 

Stocks are rationed when depot assets reach a 60-day stock position. 
When this occurs issues are restricted to organizations that are as- 
signed precedence ratings of 1 through 9. ‘These ratings are issued 
monthly by the Air Force in the priority of programed units docu- 
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ment, taking into consideration that organization’s place in the over- 
all plan, or its strategic value to the Air Force in accomplishing its 
mission, 

Secondly, stocks are rationed in order to meet certain specific con- 
ditions such as calamity, disaster, missions of mercy, emergency re- 
quests from overseas, aircraft out of commission for parts, aircraft 
not fully equipped, vehicle deadlined for parts, radar out of commis- 
sion for parts, and work stoppages are on our production line such as 
overhauling of aireraft engines, and so forth. 

In order that all systems and procedures in the Air force may be 
uniform, and deseminated to all USAF activities, we prepare and keep 
current a single supply publication for headquarters, USAF, Air Ma- 
tériel Command, major commands, zones, depots, bases, and tactical 
organizations, both in the zone of interior and overseas. 

This publication is our Air Force Manual 67-1, and it covers pro- 
cedure for requisitioning, purchasing, receipt, storage issue, — 
ment, disposition, stock control, identification, and accounting at all 
Air Force installations. 

Mr. Curtis. Is that a loose-leaf booklet ? 

Colonel Packarp. Yes, sir; it is. 

The Air Force distribution system is not a static system, but is con- 
stantly being reviewed, revised, and refined to meet changes in Air 
Force needs, so that the Air Force may accomplish its mission in the 
most economical and efficient manner. 

That is all, gentlemen. 

(Whereupon, the committee recessed at 1 p. m., until 2:15 p. m., of 
the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2:15 p. m., Monday, August 18, 
1952. ) 

Mr. Bonner. Mr. Secretary, with your pleasure the subcommittee 
will reconvene and proceed. 

Lieutenant General Rawiines. We have Mr. Cunningham, who will 
give us a little picture of our maintenance activities. 


STATEMENT OF J. M. CUNNINGHAM, MAINTENANCE ENGINEERING 
DIVISION, AIR MATERIEL COMMAND 


Mr. Cunnineuam. Mr. Chairman, subcommittee members, I am 
J. M. Cunningham, of the Maintenance Engineering Division. 

Although we are aware of the fact that your subcommittee’s prin- 
cipal area of interest lies with the supply system, we did think that 
since maintenance is certainly complementary to the services, the sup- 
ply services, and one of the principal consumers of supplies, that you 
would be interested in a brief picture of the maintenance situation. 
Our purpose, then, is to state the maintenance engineering mission of 
Air Materiel Command, to outline its methods of accomplishment, and 
to describe our interservice relationships. 

Basically, Air Matériel Command is responsible for insuring that 
Air Force weapons and equipment are maintained in a status of maxi- 
mum effectiveness world-wide. 'To accomplish this mission, we must 
perform two main functions, the first of which is technical, and the 
second is production. 
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We are responsible for the development and direction of methods 
and standards by which the Air Force will maintain its weapons, the 
selection of the required tools and equipment and the correction of 
matériel deficiency. 

Under the production function we are responsible for the direc- 
tion of the Air Force maintenance depot echelons in production of 
reconditioned matériel. Under our technical function, our task starts 
when a new weapon is first designed, and lasts throughout its service 
life. 

We work continuously during the development of production and 
service stages of each new weapon to insure maintainability. We de- 
velop the concept or plan by which a weapon will be maintained, and 
select equipment that will be needed for its support. We also de- 
velop the maintenance instructions and provide for their publication 
as well as determining modifications required for the correction of 
safety or mechanical deficiencies. 

Our job in this area is most challenging and difficult of accomplish- 
ment due to the rapid build-up of the Air Force with newly de- 
veloped, highly complex systems. 

We have two major problems here: one providing tactical units 
with support equipment, and maintenance handbooks concurrently 
with the delivery of each new weapon to the service, and providing 
for the rapid correction of matériel deficiencies. Some idea of the 
magnitude of the problem is indicated by a brief comparison of pres- 
ent-day equipment items with their early counterparts. Since your 
time is somewhat limited, we won't go through the whole of this, but 
give you a brief picture. 

First, the bomber situation : 

In 1936 our first-line bomber was the B-18. It had a weight of 
25,000 pounds and utilized engines having a total of 1,800 horsepower. 
Its contemporary counterpart today is our B—36, with a weight of 
260,000 pounds, roughly 10 times the weight of the B-18, and the 
horsepower required to power this aircraft is 18,000 for the reciprocat- 
ing engines, and when we add on the jet-assist engine, it brings the 
total to 42,000. 

The speed of the old B-18 was 217 miles per hour, and with the 
B-36 we have 400 miles per hour plus. This has an additional signifi- 
cance. Obviously, when we began to go 400 miles per hour, it be- 

‘ame extremely difficult for navigators and our gunnery people to 
exercise any type of thinking that fast; it is just beyond the possibil- 
ity of the human being to plot gunnery courses or to navigate at that 
rate of speed. You would be there before you had it figured out. So 
we had to resort to electronic devices to do these things for man, 
and that, too, has complicated our picture. 

Mr. Bonner. Excuse me. What is that? That is a B-29. And 
its speed ? 

Mr. CunntncHAM. That is 330 miles per hour, sir. 

Mr. Bonner. And this [indicating] is 70 additional miles? 

Mr. Cunntnenam. Yes, sir. Plus. And we think the exact plus 
would be a classified item, sir. 

Let us take a brief view of the engine situation. R-—1820 series 
engines of 1,200 horsepower was a generally used type in World 
War II. That is the engine, incidentally, that powered the famous 
B-17 airplane. It had 7,921 different parts. 
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The R-8350 engine, which was a later and the last, World War II 
development, had 19,000 parts, and 2,500 horsepower. We have 
finally gone to the R-4360 engine, which is the type that powers the 
B-50 today; it has 21,204 parts, and although everyone told us that 
the jet engine was going to be so simple, we find that the J-47 engine 
has 11,512 parts, and, as you know, its life expectancy is somewhat 
less than that we normally experienced with reciprocating engines. 

We don’t know what science is going to give us for our next jet 
engine, but we are sure that it is not going to be too simple. 

Having looked at that picture of complexity, I am sure you realize 
that we in maintenance are confronted almost daily with new and 
changing problems. We are trying to cope with those, and to adjust 
ourselves with the times. An example of our continuous efforts 
improve Air Force maintenance techniques is illustrated by our jet 
engine minor repair program. I would like to digress for just a 
moment and to say that with the introduction of the new jet engine 
into our Air Force, we could see from the way they were holding up 
in the field that we were going to have to do something to reduce our 
logistics problem. The life of those engines was comparatively short. 
The immediate hope for correcting those difficulties lay with science, 
over which we had no control, and therefore we had to work out what 
seemed best, and within our own capability. 

We thought that perhaps the way in which we could approach this 
most properly was to try to top-overhaul those engines in the field, 
and to replace those short-lived parts on the spot in lieu of returning 
them to the depot for that work. Our service test proved the feasibil- 
ity of accomplishing this jet engine repair in the field, and during the 
service test period, 4,440 j -33 engines were removed. Fifteen percent 
required complete overhauling, and 85 percent could be continued in 
service, after minor repairs at base level. 

This meant if we applied this thought of doing top-overhauling in 
the field to the maximum extent possible we could increase the life 
expectancy of an engine from, say, to 200 from 100, or that we might 
even be able to get it up to 300 or 400 or 500 hours, as we have done 
in many cases. 

Obviously, these reductions in requirements for overhauling will 
also reduce pipeline requirements proportionately, and provide us 
with a net and satisfactory pay-off. 

This program is being expanded to include all jet bases as rapidly 
as the engine tools and equipment become available. We now have 
this program in force at 37 stations, and I believe the ultimate figure 
will reach somewhere in the neighborhood of 90 stations. 

The production function which I mentioned earlier involves the 
business of producing reconditioned articles. Essentially this con- 
sists of the major repair and complete overhauling of aircraft engines, 
instruments, and so forth, for use and reuse throughout the Air Force 
and Department of the Army. 

The following facts illustrate the scope of the depot maintenance 
function: For the fiscal year 1952, our depot system overhauled or 
modified 4,166 aircraft; overhauled 28,863 engines, and overhauled 

526,000 items, such as instruments, radios, generators, spark plugs, 
pumps, airframe parts, and so forth. 

To accomplish this task, 88,308 people were employed at a cost of 
$322.5 million labor dollars. The economy of this function is indi- 
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cated by the fact that the cost of overhauling amounts to only 17 
percent of the cost of a new article. aah 

Mr. Brownson. Are the bulk of these people employed, civilians? 

Mr. Cunnincuam. That is correct; that includes our contract sup- 
port as well as our own depot. 

Our basic concept in the past has been to fully perform this entire 
job within the Defense Departrment. We have, however, changed this 
concept recently to include the utilization of commercial sources both 
within the zone of interior and overseas. The adoption of this concept 
has been based on the following: wr 

1. That the peacetime Air Force does not have the high attrition 
rates of a wartime operation, and the depot maintenance workload 
generated by a large peacetime Air Force cannot be supplied within 
existing Air Force depots and again commercial maintenance sources 
are available. 

When the peak production period of our prime manufacturer is 
passed, the capacity that will be available must be utilized for main- 
tenance in order to retain a manufacture potential in the event of war. 
Accordingly, we have implemented a program of contract mainte- 
nance. This program utilizes commercial maintenance facilities for 
the overhaul of all common commercial type articles such as office 
machines, watches, furniture, and so forth. 

The program utilizes prime manufacturing facilities for the over- 
haul of new combat and complex equipment such as radar, jet engine, 
armament systems, and so forth. Foreign commercial capacity over- 
seas to the extent feasible for support of Air Force and MDAP re- 
quirements are utilized. This leaves us a nucleus of insurance capa- 
bility within our depot system. 

An additional item of consideration is our interservice relationships, 
of Navy-procured items. Boats generate the principal maintenance 
workload, and depot support of boats is almost entirely accomplished 
by contractual maintenance with civilian agencies or Navy establish- 
ments. Air Force depots provide only an emergency support. 

Army-procured items receive their depot support from Army depots. 
One exception to this rule is the Air Force commercial type vehicle 
fleet for which depot support is provided by local purchase arrange- 
ment. Although these vehicles are Army procured, it has been agreed 
that it is more economical for the Air Force to obtain required depot 
support by local purchase arrangement with small business enter- 
prises near our air bases utilizing GSA schedules. This policy elimi- 
nates pipelines and reduces facility requirements. 

Our AMC bases also participate in local cross-servicing arrange- 
ments, providing essential services, or utilizing the services of other 
departments as may be most economical. 

In summary, then, it may be said that maintenance of Air Force 
equipment is a large and complex task. The increased utilization of 
available contractual assistance has materially reduced Air Force 
requirements for the construction of additional depot maintenance 
facilities. 

Facilities and services of other departments of the Military Estab- 
lishment are being utilized. It is our policy to expand such utiliza- 
tion wherever possible. Are there any questions? 
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NATURE OF ENGINEERING CORPS 


Mr. Bonner. Your engineering corps is simply a technical engineer 
corps ¢ 
Mr. Cunnincuam. That is correct, sir, concerning itself primarily 
with “fix it” type engineering. 
Mr. Bonner. Do you have a construction engineering branch here? 
Mr. CunNINGHAM. No, sir. 


EQUIPMENT RECORDS 


Mr. Warp. I would like to ask you a question about your equipment 
and maintenance records. Do you maintain individual equipment 
records where you keep track of 7 failures of different parts, so that 
you have some experience data to rel f on? 

Mr. Cunnincuam. Very definite 

We think our UR or “unsatisfactory report” system is one of the 
tinest things in all of the services. We encourage all activities to sub- 
mit a report of any failures or difficulties they experience. We have 
a system here of referring those to our engineering people for the 
preparation and developme nt of a fix, and then we issue those in the 
form of technical instructions to the field. 

Mr. Ward. Do you keep an individual equipment record ? 

Mr. CunnrncHAm. You mean on the individual item ? 

Mr. Warp. Yes. 

Mr. Cunnincuam. Well, on our airplanes, we use our 60-A and B. 

Mr. Warp. Do you have that for all of your motor equipment, 
too? 

Mr. Cunnineuam. Yes, sir; they do in the field. If you would 
like to go through that we would be very happy to arrange a shop tour. 

Mr. Curtis. Do you have engine logs and airplane logs? 

Mr. Cunnincuam. Yes, sir. 

Mr. Warp: That answers my questions. 

Mr. Bonner. In a case where you had a crash landing, and the 
plane is destroyed, what do you do? Do you go out and try to ascer- 
tain the reason for the loss of the plane? 

Mr. Cunnincuam. Very definitely. 

Mr. Bonner. What do you do then? Just what do you do? 

Mr. Cunnincnam. We have accident investigation boards, that are 
appointed, that examine all of the evidence in regard to the crash. 

Mr. Bonner. Do you take the plane apart ? 

Mr. Cunninenam. If necessary; yes, sir. 

Mr. Bonner. What would determine whether it was necessary ? 

Mr. CUNNINGHAM. Well, if there were no living crew members, this 
investigation board would go out and investigate it, if there were no 
living crew members to report what had happened. 

If two or three fellows parachuted out and said: “Well, such and 
such happened,” and the rest of the thing were over there in a pile, 
well, I am sure that would probably be sufficiently conclusive. 

Lieutenant General Rawuines. Mr. Chairman, to elaborate on that, 
they do try to look through the debris to find out if they can deter- 
mine what caused the accident. This little incident you mentioned 
to me, I would like very much to have the facts on that. 

Mr. Bonner. The General reads my mind. 
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Lieutenant General Rawiines. That is the purpose of this group: 
to try to go in and find exactly what caused the accident, and then 
we issue a finding of facts as to what caused it, what the fix is, and 
then issue technical instructions so we can overhaul the item, and 
in some cases it might be serious enough where we will ground all 
aircraft that have had that particular item in it, until we can be sure 
it has been corrected. 

Mr. Bonner. I wasn’t asking in any spirit of criticism at all. The 
incident was called to my attention where this plane crashed, and 
both pilots were killed. I don’t know the particulars in the matter, 
but I happened to go to a little repair shop, and this boy in there was 
one of these jacks-of-all-trades. He did a lot of this, that, and the 
other, and this plane was sold to a scrap dealer, and this boy went 
out and bought some of it, and it was taken to pieces, and he showed 
me something about it, but I don’t know just the technical aspects of it. 

I was wondering whether, in these crashes, you took the plane to 
pieces to try to determine what caused the accident, where there were 
no living witnesses to the cause of it. 

Evidently in this case the investigation didn’t go too far; so, that 
is the only reason I was asking the question. 

Lieutenant General Rawurnes. They try to go just as far as they 
can. 

Mr. Bonner. That is beyond and outside the scope of our inquiry, 
since this is more or less in your field, and I was just trying to find 
out just how far you do go. 

Mr. CUNNINGHAM. You may be also interested in the fact that we 
have our safety people, who are constantly striving to find the causes 
of our accidents, and we in maintenance are continually striving to 
make our airplanes safer, wherever we can find an improved method 
of correction. 

Mr. Curtis. When you send a plane in for repair, is the equipment 
aboard that plane inventoried? In other words, does it go in with all 
the equipment it normally has ? 

Mr. Cunnincuam. If the plane is to be returned to its organization, 
and if it is a repair for the return to reuse, we ask them to minimize 
the amount of equipment they send to the depot. You are perhaps 
familiar with our Form 263. 

Mr. Curtis. I don’t know what that form is; no, sir. 

Mr. Cunnincuam. And, of course, the more equipment they bring 
in to the depot, the more the storage problem we have while we are 
working on it. 

We have to get those things out of the . ay to do our work; but, 
the plane is to be reassigned somewhere else, the airplane is saetaa 
to us complete, and we maintain the records on the equipment. 

Mr. Curtis. With all the equipment aboard? 

Mr. CunnINGHAM. Yes, sir. 

Mr. Curtts. One source of considerable loss that we found in the 
last war was in the transfer of aircraft for maintenance. The equip- 
ment, particularly the loose equipment that was aboard, would dis- 
appear, and I was just curious as to what system you had for that. 

Generally, do you not try to strip the plane down when it goes into 
maintenance for overhauling / Does the squadron itself keep the 
equipment on hand, or is it returned to stock ? 

Could someone answer that for me? 
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Mr. Cunnincuam. You are assuming that the airplane comes to 
the depot complete. 

Mr. Curtis. I am asking you really what your procedure is. 

Suppose you have an air plane i in the field fully equipped with what- 
ever equipment you say is necessary to make it vealed ready, and that 
plane has to go back to maintenance for correction of, say, some serious 
matter, and it goes out of the hands of the squadron; what happens 
to the inventory aboard the airplane? Is it kept intact? 

Mr. CunninGHAM. It is kept intact, at the base level. They ordi- 
narily have a place where they keep equipment that may not be in 
current use. 

For example, they might not be using our long-range fuel tanks for 
routine missions, and they would store them if the airplane g goes to a 
depot, and is to be returned to the same organization ; they would not 
bother to ship that item along with the plane. They would ship the 
airplane to us with a suitable entry on Form 263 to indicate they had 
retained the item. 

Lieutenant General Raw.ines. I believe this question is pointed 
toward this form we use to list the items of equipment with the air- 
plane, and a physical check is made when it comes in. 

Mr. Curris. What I’m trying to get at is whether or not this is 
another place where we have equipment actually in inventory that 
would be another cushion. Sometimes you send a plane in for over- 
haul and then the overhauling unit will reequip it again and send 
it out. 

Lieutenant General Rawiines. Yes. If your records were not cor- 
rect, that is possible. 

I would say that is not likely to happen. 

Mr. Curtis. That is where a lot of this stuff can get lost, and has 
been lost in the way of plane equipment, and most squadrons are 
always kicking about the fact that they get another airplane from 
another squadron if they do transfer them without a full inventory 
aboard. 

Those items that can be removed get away. 

‘r. CunntnauaM. I think I know what you are talking about, Mr. 
Curtis. Here is what happens if the airplane is transferred: Even 
though they know it is coming back to the squadron, the receiving ac- 
tivity makes a physical inventory of the airplane as received. This 
historical record I referred to as the Form 263 reflects the actual in- 
ventory of items as is. In other words, if the fuel tanks, for instance, 
have been left behind, the Form 263 shows that. Then, if the air- 
plane should be reassigned to somewhere else, the historical record of 
the airplane will show where those fuel tanks are being retained, and 
the supply department would ask that activity to ship those to them 
for use on this airplane. 

Mr. Curtis. I see. 


STATEMENT OF MAJ. GEN. C. A. BRANDT, DIRECTORATE OF 
MAINTENANCE ENGINEERING 


Major General Branpr. I am director of maintenance engineering, 
Mr. Ward. You asked about the log on certain equipment. We are 
expanding the keeping of logs on more equipment now in the interest 
of economy. We are keeping logs in a great many more components 
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of the airplane to the end that we get the maximum utility out of if, 
and don’t automatically overhaul them at the time the airplane is 
overhauled. 

We think there are big savings in the pipeline and in man-hours, 
and in keeping over-all experience records on these expensive items. 

Mr. Warp. But it does give you an experience record with respect 
to replacement, maintenance, failures, ete. 

Major General Branor. Yes, sir; that’s right. 

Lieutenant General Rawirnes. One of the important features of 
that program would be—let’s say you have got a fire-control system 
in the airplane, and maybe something went wrong with it, and it was 
replaced. 

If you didn’t keep an equipment record on that fire-control system, 
itis conceivable when the airplane got to the depot you might over- 
haul the fire-control system as well as the airplane, because you would 
think it was the same age as the airplane, and it actually could be new. 

In expanding these component logs to take in the high-cost items, I 
would say it is an expensive system, and you can’t go too fast, but on 
high-cost items we are working it up. 

Major General Branpr. They also apply not only to equipment but 
to actual parts of the airplane which we didn’t log before. 

The aileron actuating motor of a modern fighter is a very expensive 
piece of equipment, and it might have been replaced less than a week 
ago, prior to the airplane being overhauled. 

Under the old system it would not have been logged. We insist 
now that it be logged. 

Mr. Curtis. That is very similar to the instruments on your engines. 

Major General Branpr. Yes, sir; that’s right. 

Mr. Bonner. What part of the life of a plane is taken up in main- 
tenance repair, approximately ? 

Mr. Cunnineuam. For combat airplanes it is a little hard to say; 
we expect on cargo type 7 or 8 hours’ utilization out of 24. I just 
can’t tell you, sir, exactly what we can expect out of the combat type; 
they vary from type to type. 

Lieutenant General Rawutnes. Say it has a life of 5 years; how 
many months or years out of that is spent in maintenance and not 
in operation ? 

Major General Braptey. About the best answer we could give to 
that is that our people feel they are doing pretty well in a combat or- 
ganization if they are able to maintain 75 percent of their equipment 
combat-ready. 

That would mean 25 percent is out all the time. 

If you are to go on 25 percent of the life, you would say that is 
about the time that is spent in maintenance. That may be inaccurate, 
but I don’t know of any other way to approach it. 

Lieutenant General Rawiincs. We have Mr. Dahm, who will give 
a picture of our cataloging program. 


STATEMENT OF C. L. DAHM, CIVILIAN CHIEF, SUPPLY CATALOG 
DIVISION, DIRECTORATE OF SUPPLIES AND SERVICES 


Mr. Daum. My name is C. L. Dahm, Civilian Chief of the Supply 
Catalog Division, Directorate of Supplies and Services. 

I have broken this presentation down into three areas. First, I 
shall give you a brief description of the Air Force catalog system; 
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secondly, I will bear on our degree of participation in the Federal 
catalog system; third, what we are doing with relation to the Army- 
supplied items with respect to identific ation, 


AIR FORCE CATALOG SYSTEM 


The Air Force has had a supply catalog system since the days of the 
early 1920s, to support the single Air Force supply system. 

Basically, this system provides for a single supply language for all 
Air Force-supplied items. It provides for a positive identification, 
Mr. Chairman, of the items upon initial research. That identification 
is made at the time the item is incorporated in an authorization table. 

In the case of spare parts, that identification is performed at the 
time of our provisioning conferences; that is, the conference member 
here arranges for the conference in which we have maintenance 
personnel attending, supply requirements people, and many depot- 
maintenance personnel in attendance, and generally the major air 
commands, and the unit which is to get the equipment, they are repre- 
sented together with a procurement representative. 

These items are identified in all cases to the applicable Government 
specification where there is one. In the absence of an applicable 
Government specification, we identify them to the manufacturer’s 
name who controls the design of the article. 

That, together with the essential characteristics of the item, consti- 
tutes the item description. These items are further researched prior 
to being placed into the catalog by interchangeability technicians to 
see whether we already have the item in the system, or have a com- 
plete ‘ly interchangeable item, or a substitute item in the system. 

The items are then classified in accordance with our single classifi- 
cation system, through which we group related items for management 
purposes, breaking the workload into manageable sections 

This identification data, together with certain stock-control, storage, 
issue, and requisition information, is published in what we call our 
supply catalog. It is divided into sections or pamphlets, which are 
based on the classification system, one section for each class of 
property. 

Essentially, this system compares very favorably with the Federal 
catalog program. 

With regard to Air Force participation in the Federal cataloging 
program, the Air Force has contributed in the development of basic 
policies, rules, and procedures of the program since its inception back 
in 1948. We are continuing to participate in the development of 
changes in these policy rules, and procedures, as they occur, 

Likewise, we have participated in the development of what we call 
the cataloging tools; the selection of the item names, the definition of 
those items, and development of description patterns, which you use 
to form your description. 

Under these and through these tools the Air Force has described 
and introduced into the Federal catalog to date approximately 500,000 
items. In the utilization of Federal catalog data, all of the new 
items coming into our system today we describe in accordance with 
the rules promulgated by the Federal cataloging program. Existing 
descriptions in our catalog are changed to conform to the Federal cata- 
log descriptions on a program basis. When we schedule a revision 
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toa particular section of our catalog, we naturally convert the descrip- 
tion to conform to the Federal catalog language. The Federal items 
identification numbers which are promulgated for the description of 
the items we have cross-references to Air Force stock numbers in a 
series of cross-reference indexes. 

Through these indexes we provide to our field activities, depots, and 
so forth, | this cross-reference data both from the Federal number to 
the Air Force nuniber and from the Air Force number back to the 
Federal number. Through these you can reference Federal identifi- 

cation number in interdepartmental purchase pegeettn, and also on 
agencies’ surplus-property lists which are screened by the various 
departments. 

Through these indexes, we give—to the extent that the language is 
developed—this information, and it is utilized between the depart- 
ments to get a firmer fix on the identification of the item. 

We also utilize the Federal item names in the titling of our specifica- 
tions and drawings. For instance, when the items come into the 
system we will give them the name as provided for here in this pro- 
gram: and, therefore, we insure it will carry that name from the time 
of its inception into the supply system until the time it goes out the 
back door through disposal channels. 

With regard to the items supplied to the Air Force by the Army, 
we undertook an identification project back in the early days of 1950. 
We knew there were a number of duplications or interchangeable 
items between the two services. Through this research we have found 
that 78,600 items which the Army was supplying to the Air Force 
were duplicates or interchangeable with items already in the Air 
Force supply system. We also found that two or more technical 
services of the Army were supplying us a total of 35,400 items for 
which we didn’t have a counterpart item in the Air Force system. 

For instance, the Ordnance and Signal Corps were supplying us the 
same hand tools, but the Air Force supply system did not have that 
item. These are statistics gathered as of June 30 of this year. 

This cross-reference data that is developed is then published in a 
series of catalog cross-reference indexes, and we direct all of our 
supply activities throughout the Air Force to consolidate like stocks 
under one number, and thereafter requistion them under that number. 

In the case of a duplication between the Army and Air Force bases 
requisition on the Air Force for the item; and, in the case of duplica- 
tion between two Army services, we select what we call a continuing 
source or service which in the future will supply that item to the Air 
Force. 

Through that action duplicate stock-record cards are eliminated; 
repetitive research is eliminated ; some substantial warehouse locations 
are reduced ; requirements, ¢ — ition, and procurement actions are 
consolids ated, and erroneous dispos: al ac tions are pre ve nted. 

That is all. Are there any questions? 

Mr. Curtis. Have you attempted to put any of the information on 
your cards than just the stock number ? 

For example, on interchangeable items, wouldn’t you put that on 
there, and whether it could be loc: ally procured ? 

Mr. Daum. In the supply catalog there are 89,000 items, which 
was brought out this morning, which call for local purchasing. 
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Mr. Curtis. There would be a notation on your card that was the 
case ? 

Mr. Daum. That’s right. 

Mr. Curtis. One other thing: How about local fabrication ? 

For instance, in matters of maintaining spares, where your own 
shops, perhaps at a base, could fabricate that part. 

Would that be indicated on the card ¢ 

Mr. Daum. Yes, sir; that is a repetitive-required item, which main- 
tenance feels the best source is through local manufacture, and it is so 
designated in the supply catalog. Rather than the bases requestioning 
it, they fabricate it themselves. 


RELATION OF PUBLIC LAW 436 TO FEDERAL CATALOG 


Mr. Warp. I would like to ask you these questions: 

Under Public Law 436 just recently passed, has the military decided 
to develop a military catalog, ignoring the Federal aspects of the 
catalog? That would have a bad effect upon your procurement from 
GSA; wouldn’t it? 

Mr. Daum. Inasense. Actually, most of the items that exist in the 
civilian agencies to the extent we would utilize them are common to the 
military services, and they will be taken care of in the Federal catalog- 
ing program. 

We are developing item names and description patterns which will 
then furnish for us a uniform language, and a great many or most of 
those are already developed through the program. 

As far as detailed descriptions of all the items, that hasn’t been done 
by the civilian agencies yet; but, on the other hand, the military serv- 
ices are describing those same items to a large degree. There is not 
too much loss by the elimination of the civilian agencies 

Mr. Warp. How about the disposal program which is handled by 
a civilian agency ¢ 

Mr. Daum. Naturally, the data developed by this program through 
the military services will be available to civilian agencies, and we are 
expressing the Federal language, and Federal item-identification 
numbers, on our surplus-property lists, as they are screened through 
by the civilian agencies. 

Mr. Warp. But, if the civilian agency doesn’t speak the same supply 
language, you won’t have a meeting of the minds; will you? 

Mr. Daum. I don’t know if the civilian agencies will be able to, since 
this development here just this summer. Whether they will continue 
to the extent that they can cross-reference their items to the Federal 
language, I don’t know. 

I understand they have been hit pretty severely in funds in that 
area ; but to what extent, I don’t know. 

Mr. Warp. Thank you. 

Mr. Curtis. In the actual catalog that will go out in the field, do 
you use picture cataloging ? 

Mr. Daum. We do, particularly on the common category of items. 

Mr. Curtis. How about maintenance spares for airplanes, for 
example? 

Mr. Daum. We have a parts catalog which we consider in the Air 
Force primarily a maintenance job; it is not a supply-catalog job, as 
it is there in the Army services or the Navy bureaus. 
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Mr. Curtis. Does that include pictures or drawings? 

Mr. Daum. Yes, sir; breakdown lists of the items with illustrative 
drawings and photographs. 

Mr. Bonner. Is the emphasis in your cataloging system placed on 
new items coming in, or items of stock ? 

Mr. Daum. New items. They have first priority always; the idea 
being to get the item identified at the time prior to procurement or, 
at least, prior to the item being delivered to the supply services. 


NEED FOR LOGISTICS COMMAND IN ALASKA 


Mr. Bonner. I want to ask the Secretary one other question : 

Are there any steps under way to set up a joint logistics command 
in Alaska? 

Mr. Gitrarric. There is a unified command there now. 

Mr. Bonner. Yes, sir; but we visited there, Mr. Secretary. I just 
ask are there any steps under w ay to effect a joint logistics command 
in Alaska ? 

Mr. Gitrarric, I don’t know of anything planned beyond what has 
already been done. 

Mr. Bonner. I think this committee was rather disappointed with 
respect to that on our visit to Alaska. We expected to find a joint 
logistics command there, and we didn’t find it. 

Mr. Guivearric. I frankly think that area is one we have got to do 
more about. We first think that the first real effort in that direction 
is this European Logistics Command, and I think it has to be followed 
elsewhere. 

In fact, in these new regulations which we were discussing at lunch, 
there is a directive to that end. I think Alaska would be a very good 
place to introduce it, because there is a unified command, which is 
working well from an operational standpoint. I don’t know why we 
couldn’t carry that same spirit and endeavor into logistics. 

Mr. Kennepy. The subcommittee observed the operation of the 
Japanese Logistical Command and recently the newspapers carried 
a story of the establishment of a logistics command in Europe. Mr. 
Bonner’s question was aimed at dep: irtmental thinking along the lines 
of possibly logistic support in the Alaskan area, w here they 1 now have 
just operational unification. 

Mr. Giiparric. I don’t think the Joint Logistics Chiefs have come 
up with any plan. I certainly feel we ought to press it, and we in the 
Air Force will initiate it. 

Mr. Warp. I wanted to add to Mr. Bonner’s thought, there. When 
we were in Alaska last October, we found that the Engineers, as near 
as we could tell, had about $100 million inventory. We couldn’t find 
what the other services had readily, but they are very large inventories. 

Mr. Gitpatric. You mean construction equipment. 

Mr. Warp. Various things that they carried, but there is little cross- 
servicing between them. ‘Each would go back to the States to fill 
orders, rather than go across the street to another service. The freight 
rates are so high to Alaska it looks like that would be a logical place 
to do the same sort of thing that has been done in Japan. 

Mr. Gitearric. You are certainly right; that would be foolish. 
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Mr. Kennepy. The reason the question was asked the other two areas 
the Army had primacy mission, whereas in Alaska the Air Force has it, 
and it would appear that possibly the Air Force should be the initiator. 

Mr. Grvparric. I think that is true. 

In the particular area of Engineers, of course, we don’t usually look 
to the Army engineers; we will continue to for construction, but we 
still have basically some of the same equipment. 

I will be glad to report to the subcommittee on what we do about 
that. 


SPECIFICATION FOR ATR FORCE CLOTHL FOR SHIRTS 


General Rawlings, I wonder if you would care to comment on news- 
paper articles which I read a couple of weeks ago. It was concerning 
the $19 million worth of cloth because of an error in ordering an item 
No. 84 when it should have been 83. 

I believe the article says that millions of yards of cloth had piled 
up here before it was discovered that it was not the correct shade, 
$19 million worth. 

Lieutenant General Rawitnes. I believe General Parker has the 
details on that. This material that is being talked about is not ma- 
terial that is not usable. I think General Parker has the details on 
that. 

Brigadier General Parker. I don’t, General Rawlings, myself. Of 
course, I have heard of the problem. Perhaps we have someone here 
who does. 

\aybe Colonel Light can help us with that. 


STATEMENT OF COL. LESTER W. LIGHT 


Colonel Lieu. I heard about this Friday, and the only item that 
we can tie that $19 million figure to is the flannel shirting. 

We did buy $19 million worth of cloth, and it is presently being 
made up into flannel shirts. True, it is a little different shade, but it 
is a standard shade; it is not an off-shade, and it is prescribed ma- 
terial for troops in the field. 

Lieutenant General Rawirnes. And is being used? 

Colonel Ligur. Yes, sir; and it is being used. 

I have asked our clothing chief to run it down for me, and he sub- 
stantiated just what I have stated. That is the only $19 million that 
we could tie down to, and we would buy that much cloth for shirts. 

Mrs. Harpen. Was there any thought of not using it at any time? 

Colonel Lignr. No, ma’am. 

Mrs. Harven. Thank you. 

Mr. Curtis. General, there is here one very broad field that has 
not been touched upon—perhaps it is going to be—and that is the 
field of surplus property, and also salvage. 

What sort of set-up do you have on that ? 

Lieutenant General Rawiineas. Colonel Packard, who made a pre- 
sentation this morning, does have a presentation—if you would like to 
have it—on that subject. 

We didn’t prepare it here, but we have such a presentation if you 
would like to see it. 

Mr. Curtis. We are very much interested in that phase of it. 
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AIR FORCE SURPLUS DISPOSAL PROGRAM 


Colonel Packarp. The Air Force realizes the necessity for and the 
advantages of disposal of obsolete or numerically excess property, 
which requires warehouse space, personnel, and maybe usable by other 
agencies. 

As a result of Werld War II, the Air Force eliminated from the 
supply system property estimated to be about $18 billion. 

Approximately $11 billion was reported to either War Assets Ad- 
ministration or to foreign liquidation commission. 

Property valued about $2 billion was disposed of by the Air Force 
as either scrap or salvage. 

The Korean situation resulted in restricting Air Force disposals 
between July 1, 1950, and July 1, 1952, to the following category of 
supplies: 

Normal housekeeping waste, obsolete property, property beyond 
repair, and operationally unsafe property. 

We did not go beyond these categories in supply until such time as 
we could determine what airplanes and to what extent we would need 
them in the Korean war, and what quantity of supplies we could 
safely dispose of at that time. 

New disposal criteria now being implemented will extend disposals 
to the following categories of property: budget, operation, and mo- 
bilization programs, and inventories must be taken into consideration ; 
quantitative excesses will be generated as a result of this criteria. 

[ will briefly run through the criteria so you may get some indica- 
tion of the type of property that we are thinking of disposing of, and 
the criteria for disposal : 

The first items are World War II active aircraft parts and engines 
now in use. The criteria will be the requirements for retention com- 
puted by applying current consumption against largest annual pro- 
gram projection times 5 years. 

For post-World War II aircraft parts, and engines, those that have 
been developed since World War II, disposal will be limited to air- 
craft with retirement dates on basis of wartime utilization rates, and 
peacetime attrition rates. 

For storage aircraft, earmar‘ed for war reserve, entirely, World 
War II type or earlier aircraft, requirements for retention will be com- 
puted to support peak aircraft assignment at maximum utilization 
rates established in war-planning studies. 

Then for World War II military items not having application to 
aircraft. Disposal action may be taken on old items when new or re- 
placement items are available which, with old items, exceed total 
mobilization requirements, or where quantities of items exceed total 
mobilization requirements. 

lor commercial-type items in our system, disposal action may be 
taken when no issues have been reported in excess of 3 years, provided 
there is no anticipated requirement. 

Also, if storage life is less than 3 years, and quantities on hand ex- 
ceed 150 percent of annual requirement times the storage life. 

That, basically, is the criteria as we are now implementing and 
screening of all of Air Force property against. 

The Air Force believes in and practices utilization of and redistri- 
bution of excess property. 
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Items appearing in an excess-stock position not necessarily excess to 
Air Force requirements and which can be utilized by Air Force con- 
tractors for incorporation in complete articles currently in production 
are offered to the contractors with resultant reduction in contract 
price. 

Public Law 152, Eighty-first Congress, governs Air Force disposal 
of excess property. 


PROPERTY REDISTRIBUTION IN ZONE OF INTERIOR 


Redistribution is accomplished within zone of interior by reporting 
Air Force express surplus matériel to the Surplus Matériel Division, 
Department of Defense Agency; General Services Administration 
regional offices, Department of Navy for that aeronautical property 
which we have, Civil Aeronautical property which we have, Civil 
Aeronautics Administration for aero property in excess, and all Gov- 
ernment agencies within a minimum of 50-mile radius of the location 
for local distribution prior to going to a major geographical distribu- 
tion. Donation is accomplished through General Services Admini- 
stration, and through the Federal Security Agency. The Air Force 
policy for foreign excess property is as follows: 

Redistribution to Government agencies within the theater; second, 
automatic return of critical items to Air Force depots in the zone of 
interior; the balance reported through the Air Matériel Command to 
Surplus Matériel Division, or Aviation Supply Office of the Navy. 
The residue is disposed of in accordance with theater policy and in 
coordination with the United States Department of State. 

The sale of property is the last resort. 

Under the restricted disposal program between January 1, 1952, and 
June 30, 1952, that was after we had applied our criteria—our Ko- 
rean criteria—Air Force excess property operations in the zone of in- 
terior reflected in acquisition costs and tons amounted to $1,769,000, 
or approximately 600 tons, were redistributed within the Department 
of Defense agencies; $3,654,000, or approximately 1,218 tons, were 
redistributed to other governmental agencies, and $1,386,000, or ap- 
proximately 462 tons, were donations. 

$1,400,000, or approximately 335 tons, were abandoned or destroyed 
due to safety factors or lack of market. $51,744,000, or approximately 
17,000 tons were sold. } 

Mr. Curtis. What was realized from these sales; do you have that ? 

Colonel Packarp. I don’t have that here. ; 

Mr. Curtis. Do you know roughly or generally what it would be! 

Colonel Packarp. No, sir; I would hesitate to give you that. I 
could furnish that, if you so desire. (See p. 78.) 4 

Mr. Curtis. Well, yes. 

Colonel Packarp. Our total disposals were $59,558,000, or approxi- 
mately 19,000 tons, during the period of January 1, 1952, to June 
30, 1952. 

_ The Air Force obtained excess property from other agencies amount- 
ing to $17,303,000, as a result of screening their excess. 

The utilization and redistribution of Air Force excesses are limited 
by the special nature of the Air Force type of property. 

Eighty percent, dollarwise, is usable only on or with aircraft, and 
is not applicable to general usage. There are a few common Air Force, 
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Navy, and CAA aircraft. Due to conditions of wear-out, wreckage, or 

cannibalization for parts, the property can only be classified as scrap 
or salvage. Among the factors which we think will prevent repetition 
of the confusion and waste 1 ‘esulting from World War II demobiliza- 
tion is the program to establish Federal identification numbers for all 
Government property which will enable and permit Federal agencies 
to better identify property and fill requirements from Government 
excesses. Uniform method and procedure for redistribution of ex- 
cesses and control of disposal are provided for by Public Law 152 and 
GS Regulations and are now in operation in the Air Force. 

Although it must be realized by all elements of the Federal Govern- 
ment that time and preparation are necessary to effect an orderly 
planned reduction of inventories taking into consideration our quan- 
tity requirements and future programs. 

Mr. Curtis. And you gear this information into your usage figures? 

Colonel Packarp. Yes, sir. 

Mr. Curtis. That is extremely valuable, I would say. 

Colonel Packarp. Yes, sir. 

Mr. Warp. With respect to the $51 million of the $59 million that 
you disposed of, was that classified as salvage generally? 

Colonel Packarp. Not entirely, Mr. W ard. Most of it was salvage, 
but other items were usable, and they were sold to the general public 
as useful items. 

Mr. Warp. They were first declared to General Services? 

Colonel Packarp. They went through the entire cycle of the Gen- 
eral Services Administration, and all departments of defense agencies 
for screening, and they were also screened for donation to public 
agencies and agencies associated with the Government, and after that 
they were deter mined to be either scrap or salvage, based upon the use- 
fulness to the civilian economy; and, if we could get a greater return 
out of them through a useful sale, we would. Otherwise, it was sold as 
scrap. 


DONABLE SCHOOL PROGRAM 


Mr. Warp. Is the donation program going satisfactorily, so far 
as you know? 

Colonel Packarp. Yes, sir; so far as we are concerned, it is. 

Mr. Warp. You wouldn’t suggest any changes in either the legis- 
lation or the regulations? 

Colonel Packarp. We have had no difficulty with it, Mr. Ward, 
and we find we are able to move our property within a reasonable 
length of time, considering the screening that is necessary, and we 
believe that greater use is coming out of the properties than has 
heretofore been possible. 

Mr. Warp. You think it is better to dispose of it that way than 
by sale? 

Colonel Packarp. Yes, sir; I do think so. 

Mr. Curtis. Once you have gone through this screening process 
to determine whether it is in excess or not, the fact that you don’t 
get a good price on it doesn’t stop you from going ahead and getting 
rid of it? 

Colonel Packarp. No, sir; it does not. 

Mr. Curtis. I was going to comment, when I raised the question: 
I wasn’t interested in the sale of that property in relation to your 
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acquisition ; I wasn’t asking for that information in any critical sense, 
but I personally believe it is cheaper to get rid of whatever you can, 
but I was interested in what the percentage might be. 

Colonel Packarp. We can give you a general percentage. Of 
course, I am sure you recognize it varies sometimes from 100 percent 
return on the items to sometimes very little. 

(The matter referred to is as follows:) 
For the last half of fiscal year 1952, the average return from sale of 
maining surplus AF property which could not be used by any other Government 
agency was approximately 5 percent of the acquisition cost of $51,744,536.00. 
The majority of the material sold on this basis was for scrap or salvage only. 

It is very true that the cost of handling and the storage and man- 
hours that go into the recording of it are sometimes more costly. 

Mr. Curris. Our own industry and our own retail stores realize 
that when they conduct a sale they may sell at a fractional amount of 
the original cost. They take the loss as soon as possible. 

Colonel Packarp. However , prior to our disposing of anything 
either as waste or dumping or ” puryi ing it or abandoning it, we must 
go through many procedures such as advertising it in the newspapers 
for a certain number of times, as to the property for sale. We have 
even offered it for donation for any purpose whatsoever prior to <lis- 
posing of it. 

Mr. Rorackx. Can we get some information on how much of the 
property that is classified as excess is contractor-owned as compared 
to Government-owned property; you may know General Metzger 
appeared before another subcommittee of this committee some weeks 
ago, and there was some discussion of the magnitude of the problem 
of redistribution of excesses. The difference between contractor- 
owned and Government-owned property might make a difference in 
the problem that the Air Force would be confronted with. 

Colonel Packxarp. All property I have referred to here is com- 
pletely Air Force-owned. 

Lieutenant General Rawsines. I believe, sir, if I may answer that 
question, that may tie in with a redistribution program that we had 
during the !»st war in the aircraft industry, and Congressman Holi- 
field, I believe, had some sort of a hearing on that, and we have Gen- 
eral Metzger, ‘who is not here, but if you are interested in that we 
would be very glad to have him come over and talk about that. That 
program basically is one that was designed to take excess of material 
that build up in a contractor’s plant of aircraft quality materials and 
get them into production usage before the material had no further use. 

During the war it was not nearly so complicated because primarily 
all of the material belonged to the Government, and now a number 
of those materials belong to the contractor. So it isa little more com- 
plicated in getting it distributed and redistributed within the i 
dustry. We think, however, that it is a very worth-while program be- 
cause it means we are not chewing up critical materials; we are using 

production materials while they are usable when somebody else may be 
buying the same thing where he has a requirement for ‘that type of 
material, whereas the man who currently has it has had an engineet 
ing change, or something like that— 

Mr. Ropacx. Representations were made to the subcommittee that 
excesses were piling up in contractors’ plants, and were a block 1 
eflicient redistribution, so the question arose, and it was not resolved 
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at that particular hearing as to what extent these materials were 
contractor-owned, in which case presumably they would have their 
own responsibility for redistribution, and the Government would not 
be able under the contractor's release to organize that redistribution. 
Perhaps you might explore that and get some information by 
tomorrow. 

Mr. Curtis. You recall that hearing. 

Lieutenant General RawirNes. I would be glad to have the general 
go over the details of that with the sube -ommittee or with the staff— 
any way you would like to do it. 

Fundamentally what we would like to do is to change the system 
for using up the materials. We have no production program. 

Mr. Rozack. One little point of information there, General Rawl- 
ings: In your initial presentation you made reference to the Aircraft 
Production Resources Agency, which I believe General Metzger is the 
head of, and I think you mentioned that that was under the Muni- 
tions Board. Did you make that statement ? 

Lieutenant General Rawutnes. Yes, sir; it operates under a charter 
of the Munitions Board. 

Mr. Rosack. Does the Munitions Board have cognizance over that 
particular activity ¢ 

Lieutenant General Rawiines. That is a very complicated subject. 
The operation is conducted on a joint basis between the Air Force 
and the Navy. There are a number of Navy personnel in the opera- 
tion, but we actually have the responsibility for the manning, and 
so forth, of it. But the charter that set it up was a Munitions Board 
charter. 

Mr. Rosack. The reason I raised the question was that when this 
tentative proposal of the Aircraft Production Resources Agency for 
working out some kind of redistribution system which would utilize 
private distributors’ sources was presented to the subcommittee, the 
Munitions Board representative said that was the first time they ever 
heard of it. 

Lieutenant General Rawtines. I believe the facts are that the 
proposal was made to the Munitions Board, and then this hearing 
was called that we had nothing to do with—we were just called as 
witnesses and testified to what the facts were—and I am sure that 
you will find that the proposal was in fact—I know it was made to 
the Munitions Board. 

Mr. Bonner. Any further questions, gentlemen ? 

Mr. Curtis. Is this base here a depot, see 

Lieutenant General Rawiines. No; it is not. We have no depot 
activity here. 

Mr. Curtis. It used to be during World War II? 

Lieutenant General Rawiines. Not during World War II, but 
earlier, when the original base was developed at Wright Field, it was 
a research and procurement headquarters for the Air Force, and 
Fairfield depot, which was Patterson Field, at that time was actually 
a depot, which was described to you today. 

When the war came along the expansion requirements for the head- 
quarters supplies was such that they discontinued the depot. I don’t 
remember the exact dates, but it was discontinued as a depot, and the 
entire activity is now involved in support activities—in research and 
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development and procurement maintenance and supply support 
activities. 

Mr. Curtis. You do have some operating squadrons to support? 
Lieutenant General Raw.1Nnes. Perhaps we had better discuss that 


off the record. 








INVENTORY CONTROL BY ELECTRONIC DEVICES 







Mr. Warp. General Rawlings, do you have someone here who can 
describe what you are doing, if anything, with respect to the use of 
electronic equipment for inventory control? 

Lieutenant General Rawiines. Yes, sir; we will have General 
Baker here, and any of his people he may need. General Baker is the 
Comptroller of the Air Matériel Command, and has the responsibility 
for working out the technical procedures and services, and so forth. 

To go back just a little bit, a number of years ago when I was Comp- 
troller of the Air Force, I got into the electronics field with the general 
idea of speeding up the processing of data in large volume so that we 
could shorten this programing cycle, which was very complicated and 
involved. We worked out the development along with the Bureau of 
Standards which is now in operation in the Pentagon. On that phase 
of the program, we have extended that to try to work out something 
in the logiaticn field where we could speed up the handling of all of 
the controlled information inventories and information essential to 
the speeding up of this over-all operation. We have Remington Rand 
Corp., which has done considerable work in this field, and who devel- 
oped this Univac, take a look at our system, and they are currently 
studying it. 

We are looking at it to see whether or not it might help us. Also 
International Business Machines is working in the same area, and 
they are making a study of this at this time, of our over-all system, and 
we want to try to get the best answers we can get in terms of doing this 
particular job. 

Mr. Warp. Thank you. 




























USE OF REVOLVING FUNDS 






Mr. Curtis. I would like to get the general’s views on the use and 
effectiveness of this revolving fund for stock control. We did a little 
appropriation cutting on that in Congress, and I am thinking, at least 
in my judgment, that we may have been wrong on it. But I would 
like to get your comment on your opinion as to the effectiveness of 
using that method of stock control. 

Lieutenant General Raw.ines. I am one of the individuals who 
think the stock fund operation has some great possibilities, and we are 
using the stock funds in the area of our clothing operation. 

We are using one on POL, which has just started, that is the petro- 
leum products, and we are studying other areas. The problem that 
we have is that we can make much better use of that kind of operation 
if we have monetary accounting of supplies, which we do not have. 

We have historically always had item accounting, so that in order 
to make maximum use, we have to develop that and we are working 
on that program. 

Secondly, it is like so many of these devices which of themselves 
will not do a job without people. You have to have some people who 
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understand it, and know how it is used, what its limitations are, and 
that sort of thing. We have quite an educational program to do 
certainly within the Air Force, toward the proper utilization of stock 
funds for management purposes. I am sure it is going to be very help- 
ful to us when used along with item accounting. 

I think we will be able to get some very great results with it, and 
that is our purpose. 

That is what we are working on. It is a problem of the time it takes 
to get your people trained. 

{r. Curtis. I think a lot of people need educating on it, and I am 
one of those who does. 

Mr. Bonner. I would like to make an observation at this point in 
connection with Mr. Curtis’ remark as to whether or not we made a 
mistake in sponsoring the amendment to the appropriations bill to 
reduce the fund. 

Mr. Curtis. That is the matter to which I was referring. 


CONGRESS UNABLE TO LOCATE ITEMS IN APPROPRIATION BILLS 


Mr. Bonner. This subcommittee, after our trip abroad, had certain 
views and ideas about funds appropriations, and this subcommittee as 
a body went before the Appropriations Committee of the House, and 
we asked where certain moneys were and we were unable to find out, 
or ascertain where they were, so it will be enlightening to you gentle- 
men to know why this subcommittee operated as it did on the floor of 
the House. We were cutting on the basis of information available. 
We couldn’t get the specific information where to cut; we didn’t go 
and get to cutting blindly, but we thought we were touching thesright 
spots, because there were some certain things we wanted to reduce. 
We were very much pleased at the impression we evidently made that 
brought about further reductions in the Senate, and I believe reduc- 
tions that would bring about efficiency and economy in not only your 
branch of the service, but our other branches of the service. 

I just wanted to get that in. 

Mr. Brownson. General, from your background as a comptroller 
I would like to discuss the problem from our viewpoint a little bit 
with you: 

In regard to revolving stock funds, our problem is to protect appro- 
priations from overexpenditures. We have found in some cases money 
obligated and deobligated, and obligated again for something entirely 
different than the original budget request. We have a responsibility 
to regain control of the appropriation, through the appropriations 
to regain control of the expenditures. 

Now, one of our concerns at the time, we were worrying about this 
revolving stock fund, was whether there was any mechanism by which 
Congress could lay out these sums of money into stock fund plans, 
and still retain a semblance of control. How do you think the whole 
matter of congressional control of funds is affected by the revolving 
stock fund, and are there any steps you could suggest that would— 
where Congress saw fit to set them up—which properly administered 
do have many things in their favor, and still let Congress feel that it 
does have its thumb on the expenditures of our funds? 

Mr. Bonner. That is what I wanted to get in the record when I 
made my statement. The reason we offered certain amendments over 
there was to try to get some control. 
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Mr. Brownson. I wonder if with the general’s background and 
experience as a comptroller in control of funds in their appropriation 
and expenditure he can suggest any steps which can be added to this 
revolving fund that will enable us to maintain a semblance of control 
and still give the Air Force enough of their head so that they can 
use the funds intelligently ? 

Lieutenant General Rawtrneos. In the use of a stock fund, once 
you have the fund capitalized and set up, then your annual appropria- 
tion should be based on the consumption during the period for which 
the appropriation is made. : 

So, that once the capitalization problem is taken care of, then it 
becomes an annual problem of controlling the consumption data 
based on what you are going to do during the period involved. 

We have a stock fund for clothing that is capitalized at a given 
amount, being considered to be the amount you need in inventory, the 
anticipated sales during the period, and then we would put in our 
budget, say, for instance, for the number of uniforms and based on 
the new enlistments that we have projected and some of the repair 
rates that have been developed from repair factors to provide for 
maintenance of the uniform, and all of those factors could be studied, 
and then the dollar requirement would be as good as the estimate of 
prices that were used to pay for those materials on the estimates of 
the actual number of new items that would be issued during the period, 
and using the experience or past wear-out material rates as opposed 
to the actual experience during the period. 

So it seems to me once you have that technique in operation, you 
do have a means for controlling the annual operation. 

Mr? Brownson. Here is the factor that worries us: Let’s say hypo- 
thetically we have a revolving fund, clothing fund of a billion dollars 
for the Air Foree—— 

Mr. Bonner. That is a revolving general fund; isn’t it? 

Mr. Brownson. No; this is supposed to be itemized; that is one 
element of control we have to have; if it is a clothing fund the money 
has to be capitalized in clothing. 

Mr. Bonner. In the appropriations bill that wasn’t spelled out. 

Mr. Brownson. Here is another thing: it was spelled out as far as 
I can remember in the budget request of the Air Force, and the Army 
and Navy on these revolving funds, but then it got lost somewhere 
between that stage and the final stage, and never once presented to 
the House in the hearings of the Appropriations Committee. 

Mr. Curtis. It wasn’t pinned down in the bill. 

Mr. Bonner. That is one of the phases that worried me. 

Mr. Curtis. The use of the fund itself is one of the best controls 
I could imagine you could have, once you set it up as in General 
mervices, 

Mr. Brownson. Here is the problem in this hypothetical proposi- 
tion: 

We will assume we have a billion dollars authorized in this fund. 
You have a factor determining whether or not you would be allowed 
to ask for an appropriation next year, to take care of the maintenance 
and wear and tear and replacement of this clothing. We still have that 
billion-dollar fund, which continues on for several years. Finally 
we come to a period, 4 or 5 years from now, when the Air Force and 
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the armed services establishment is cut back by one-third. How does 
that affect the stock fund and the maintenance appropriation ¢ 

Lieutenant General Rawiines. Then you have got to take a look at 
your stock fund and see whether the ea pits alization is too great for the 
amount of activity, and reduce it; likewise, in a build-up period we 
would have exactly the same problem going the other direction, and 
we would have to get an appropriation for the purpose of building 
up the capital of the stock fund. 

Mr. Brownson. How long would it take the Air Force to cut that 
capitalization back? We've got a billion dollars invested in uniforms 
right now. Assume that the Air Force is cut appreciably in size, then 
we've got to go to the Air Force and say, “We think your billion- 
dollar clothing capitalization is too high; come up with some new 
figures.” And you come up with figures of three-quarters of a billion 
dollars. If there isn’t a billion dollars’ worth of clothing inventory, 
that money comes back in the general fund instead of buying new 
clothing. 

Lieutenant General Rawuirnas. Yes, sir; I believe with a stock fund 
you would be able to make that adjustment very much sooner than 
you would be able to do it if you had nothing but item accounting. 

In other words, you have a double check because you have to have 
a balance sheet which you can look at to see what the value of that 
stock fund is; you can see what is happening to your dollar figure. 

Where you use an item situation, it is much more difficult to ap- 
preciate what it means in terms of dollars. So my feeling is that you 
have a better basis for looking at the operation and you would be 
able to make the adjustment. 

Mr. Brownson. Because of the general’s background as comptroller 
of the Air Force, and the position he i is in here, I wonder if we could 
ask him to work up a brief study on this revolving fund to be included 
as an appendix with this report. I feel it would be very helpful to get 
this analysis and I think it would be very helpful to have it in printed 
form for some of the other Members of Congress, so when revolving 
funds come up again we will have a little study available to give them 
on the value of this revolving fund. 

It is probable that the first reaction of Congress would be that “this 
is another case where congressional control is being removed.” I hon- 
estly do believe stock funds would produce just exactly the opposite 
effect. 

Lieutenant General Rawiines. Could I suggest, we are the neo- 
phytes in the stock fund operation. I suspect in the three services the 
Navy has used stock fund for a good many years, and they have had 
much more experience. The Secretary of Defense has responsibility 
in that area, and if you would allow me, I think here it would be much 
better to get that analysis from an over-all departmental point of view 
from the Secretary of Defense. 

However, I am a witness here, and I will do whatever you suggest. 

Mr. Curtis. As I understood your testimony, the limit: ation in 
setting up a stock fund is getting your inventory in a dollar basis as 
opposed to an item basis, which you have now. So we in Congress 
could say this, though, that until the particular service has gotten 
that particular type of property on a dollar basis instead of the item 
basis, they aren’t yet ready to ask for a stock fund to handle it. 
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Lieutenant General Raw trnes. I think I have misled you, and I 
want to correct the record : The real essentiality for monetary account- 
ing is on your stock fund operation. For an industrial fund opera- 
tion such as the operation in our depots, our maintenance repair 
activities, you do not have to have the stock fund. It would be helpful 
if you did have it, but you can control it without having the monetary 
accounting. 

Mr. Curtis. So my conclusion would be right ? 

Lieutenant General Rawurnes. Yes, sir; I believe so. 

Mr. Warp. I would like to comment in this way: Admiral Fox 
testified before the subcommittee, and before Senator O’Mahoney’s 
committee, that they use the stock fund in the Navy with respect to 
hot items, or fast moving items. In other words, common items that 
are turning rapidly. That would include what you would call com- 
mon-use items, that turned over rapidly. 

Lieutenant General Rawurnes. It is not the kind of thing you 
would apply to electronic equipment, for example. It is by the com- 
mon standard kind of item where you have to use stock funds. 

Mr. Warp. That’s right ;the experience in the Navy, as I understood, 

was this—when complex technical service items were put under the 
stock fund, the fund bogged down as the items didn’t turn rapidly, 
thus preventing the fund from turning. The fund must be very 
active if it is to pay for itself, since you have a double appropriation 
or capitalization with a stock fund. 

Lieutenant General Rawiras. If you capitalized on an asset which 
is not a real asset, you are in trouble. 

That is what happens on technical items where you have a lot of 
technical items, : ond that is why we are starting out first with clothing, 
because that is not that character of item. 

We are not going to electronic equipment in technical items. 

Mr. Warp. In other words, if you get a billion dollars in your stock 
fund, your regular operating functions must have money in order to 
buy from the stock fund. 

Lieutenant General Rawttnes. Correct. 

Mr. Warp. So, it is a double appropriation and if you don’t get a 
rapid turnover, enough to pay for the interest, at least, on your stock 
fund, it isn’t a good operation. 

Lieutenant General Rawiines. That is correct. 

Mr. Warp. Now, another bad thing about this stock fund opera- 
tion: You have to keep that fund ints uct. In other words, if you have 
a billion dollars in it or, like Agriculture, have $400,000 in the stock 
fund, your regular operating functions must have money in order to 
buy from the stock fund. 

Lieutenant General Rawtines. Yes, sir. 

Mr. Warp. You get into difficulty with your small purchase vouch- 
ers, unless you have some way of doing away with the paper work. I 
wanted to mention those points. 

Two or three years ago there was a joint program between the Gen- 
eral Accounting Office, the Bureau of the Budget, and the Treasury 
Department on ‘Inventory control, and they set up some criteria at that 
time, Mr. Brownson, as to when capital funds were justified. 

Mr. Martin, who was the head of the Bureau of the Budget Esti- 
mates Division, was opposed to these funds because he thought that 
Congress and the President lost control. It has advantages from the 
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operations point of view, because you have money that you can keep 
going with, but you do lose a degree of control from the congr aaa 
point of view, and from the President’s point of view. 

Lieutenant General Rawiineos. It js also true that in many opera- 
tions annual appropriations can be very costly, so you have to be very 
careful. 

Mr. Warp. Yes. 

Lieutenant General Rawtrnes. On the consumption-type item are 
things that do not turn over rapidly ; take aircraft spares, for example, 
where we are buying the spare parts required for aircraft in use as 
opposed from the initial spares; if you come up with the same items 
in many cases you have bought initial spares, and then you have dupli- 

cation in proc urement in a requirement which complic ates the picture. 

You may find that you haven’t got the money at the right time. The 
programming cycle is such in order to meet the end of the year date, 
you would go : > ahead and buy something in order not to lose the results 
that that money will provide that you would lose if you ran over to 
the next fiscal year. You have to look at it pretty carefully. On the 
other hand, it is certainly true where you have continuing money that 
the Congress has to look at the program very closely or they will lose 
control of it. 

Mr. Warp. Coming back to Mr. Bonner’s point, Admiral Fox said 
the Navy used the fund for fast-moving items, he also testified that in 
the general store items between Army and Navy, there was a 90-percent 
duplication of stock, and Mr. Bonner’s amendment was to the effect 
that you combine those common-stock item functions between the 
Army and Navy, and then maybe you won’t need another stock fund; 
at any rate why not combine first, before asking for another $140,000,- 
000 which may not be needed ? 

That was the basis for that cut, which, from a congressional point of 
view is certainly sound, because if there is that duplication of 90 per- 
cent in your general store items, that are worth X million dollars, 
they should get the maximum use out of them before asking for more 
money for capitalization. 

Mr. Bonner. Isn’t there a danger—you spoke about fast turnover— 
of some fast salesman coming in ‘and selling you more than you need, 
when you have this money, and knowing that you had that amount? 
You would likely have a duplication of stocks in that event. 

Mr. Gutpatric. I don’t know about the fast salesman, but I know 
certain areas 

Mr. Bonner. All of us are human, and Washington is full of repre- 
sentatives of every industry in the world. They are fine men, and I 
used to be one, myself, and I know they can put the pressure on and 
they can sell a lot of goods, if you have a lot of money in your pocket- 
book. 

Mr. Gitpatric. A New York Congressman wanted us to buy a lot 
of textiles. 

Mr. Bonner. I understand. 

Lieutenant General Rawirnes. Of course, you have to have common 
identification of all of those items in the catalog before you could 
eliminate them, because you don’t know what they are. 

Mr. Warp. Isn’t Congressman Brownson’s idea good : let the depart- 
ments get together with other interested agencies, and work out the 
criteria as to when a revolving fund should be used. Admiral McNeil, 
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in his discussion of stock funds before the subcommittee, did approve 
them for a great many things, and we could go overboard on them. 

Lieutenant General Rawiinas. I should think the office of the Sec- 
retary of Defense has that responsibility, and certainly should carry 
that burden. 

Mr. McNeil, I am sure, isn’t holding up stock funds. He thinks 
we could do a better management job through the use of them. That 
is why he is pushing it to the budget. 

Mr. Curris. Congress will ultimately pass on the wisdom of the 
thing, and I am sure the Secretary of Defense will want to come up 
with it, and he should come up with it. I hope that a formula will be 
presented to the Congress instead of each thing coming in on its own 
bottom. 

We have to have a formula, and Congress should approve that for- 
mula; not only for stock funds, but any other requests. 

Lieutenant General Rawxrnes. One of the great problems in an 
operation of this size and magnitude, if you get the thing too rigid, 
you can’t do a good job. 

Mr. Curtis. Yes: but we are far from that. 

Mr. Brownson. If you have a formula established that takes a lot 
of grief and worry off you seat and off your budget people because 
they can then see for category X that the items revolves a sufficient 
number of times to meet the criteria for stock funds. 

That takes your routine case out of the way. The way it is now, 
there is no rule, and every case is an exception. As a result, when 
it hits the Appropriations Committee, and when it comes through 
and reaches the floor of the House, there is no measuring stick at all, 
and Congress has not been in the mood to write any more blank checks. 
So, if you have criteria, I think it will be a great help to all of us, and 
in setting these things up, and I think you will get much more rapid 
service. 

Mr. Giparric. Since this is not an intradepartmental problem, 
and since it is a fiscal one primarily, the Secretary of Defense or 
Comptroller ought to do it. There is a lot of enthusiasm and a lot of 
flag-waving : about it, but it hasn’t been tied down to any standard yet 

Mr. Warp. Isn’t it so that Congress must assume a great deal of ‘the 
responsibility when they pass the annual appropri: tions in September 
or October, and the operating departments need money on the Ist of 
July? That is one reason the *y want to have no-year funds, sc they 
can keep operating. 

Lieutenant General Rawuines. That was one of the fortunate things 
about the timing of the Korean conflict, assuming we had to have it. 
Had we had it at a time when we had an annual picture to get into—— 

Mr. Giipatric. Before you recess this hearing, I was planning to 
return to Washington tonight unless you want to have me stay over 
tomorrow. 

Mr. Bonner. No, sir; I am just delighted to have had you with 
us today. 

Mr. Giutpatric. I enjoyed it, but I will be with you for dinner if 
there is anything the subcommittee wants of me. 

Mr. Brownson. If the Secretary could communicate to the Secre 
tary of Defense, our interest in this criteria on this subject, as he goes 
back to Washington, that information will be available to the Secre- 
tary before these hearings are printed. 
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Mr. Gitpatric. Mr. Chairman, I will ask him—— 

Mr. Bonner. We planned on calling Admiral McNeil back; we 
didn’t complete with him about this subject when he was before us 
a short while ago. 

Mr. Brownson. If we can do that, it will give the Secretary that 
much head start. 

Mr. Bonner. I think the request Mr. Brownson is making is a 
good idea. 

Mr. Curtis. I think it would be helpful for us to get the Air Force 
viewpoint on this, and discuss it. 

Mr. Brownson. I still think it would be very helpful for someone 
in the Air Force to set down in a crystallized form his viewpoints on 
this matter of revolving funds. I think we should ask the Navy for 
the same thing. 

Mr. Bonner. Can you work up something, Mr. Secretary? Get 
the general’s views, and staff’s views on it, that we can insert in 
these hearings ¢ 

Mr. Gitpatric. We will be glad to do that. 

Lieutenant General Rawiinas. We are prepared to do anything 
at ge pleasure the rest of today and tomorrow. 

Mr. Bonner. General, thank you very much. 

I want to assure you and your staff that the subcommittee appre- 
ciates your courtesy, and your patience with us during this hearing, 
and that includes, also, the Secretary, Mr. Gilpatric. 

We appreciate your presence here with us. 

(Whereupon, at 5:53 p. m., the subcommittee recessed, to recon- 
vene on Tuesday, August 19, 1952.) 

(The statement requested is as follows :) 


DAYTON ExHrbirT 1 
Use oF StocK FUNDS IN THE DEPARTMENT OF THE AIR FORCE 


1. The Air Force, several years ago, investigated the benefits to be derived from 
financing inventories by a stock fund similar to that used by the Navy and con- 
cluded that these benefits warranted a request for authorizing legislation. How- 
ever, such legislation proved unnecessary because shortly thereafter, the Na- 
tional Security Act amendments of 1949 were proposed and adopted as Public 
Law 216, Eighty-first Congress, title IV, section 405 of which authorizes within 
the Department of Defense ‘working capital funds” for financing inventories ; 
i. e., stock funds. 

2. Our desire to use stock funds to finance some of our everyday supply opera- 
tions was based upon two primary considerations: 

(a) This process clearly separates the supplier and the consumer and facili- 
tates understanding and control of the operations of each. The size of the 
inventories in relation to the amounts of consumption and the future program 
needs necessarily become clearly apparent when carried in a stock fund and the 
supplier operates very much like a merchant with a business subject to reviews 


and controls very similar to those used commercially. The consumer, on the 


other hand, is afforded a freedom of action within the limits established by the 
amount of money provided him to conduct the operations — h he has justified 
in his budget. The consumer’s relations to the supplier become very similar 
to those of a customer to a merchant and the differences in the natural interests 
of each provide a check and balance and an incentive to efficiency. 

(b) A stock fund simplifies accounting and budgeting by this clear separation 
of consumer and supplier functions as well as enforcing careful accounting for 
supply dollars. Accounting for the dollar value of supplies purchased, on hand, 
and consumed can, and in many areas must, be accomplished without the use of 
stock funds, but there is no question of the educational benefit of this device in 
the introduction of commercial accounting practices. 
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3. We have always recognized that neither stock funds nor any other similar 
device can possibly cure evils of mismanagement. They can, however, within 
definite limits improve the ability of a good manager to do an effective job. 
We also recognize that stock funds are not adaptable to a very large part of 
the materials carried in the military supply system and must be confined to 
materials which can be treated like commercial merchandise and for which 
a supplier can reasonably expect a continuing demand. We believe that materials 
of everyday general use can properly be bought by the supply organization in 
anticipation of a continued proven need and with a reasonable assurance that if 
they are not needed one place, they will be needed at another and if the demand 
is down in one period, it will correspondingly come up in another, following 
proven averages, 

4. On the other hand, many materials have a very limited use, often confined 
to a single purpose which might be eliminated almost overnight by technological 
advances. The decision to replace an item with something better must be based 
upon the losses we would face if we put the inferior article into action against 
an enemy as compared to the cost of the replacement item. The historical cost 
of the item disposed of is not the determining factor and the decision centers 
upon the purchase of the replacement. The stock fund which must recover out 
of current operating funds the value of an article in its inventory, therefore, is 
not adapted to highly technical items although it is admirably adapted to repeti- 
tive use everday supplies. 

5. Usefulness of the stock fund in the field of technical materials is limited also 
by the lack of freedom of an operator to choose what materials and how much of 
them he will use. The use of these materials is necessarily controlled by higher 
authority whereas with the common use, everyday items, the individual operator 
can be allowed to determine within broad limits what and how much material 
he will employ to carry out the operation for which he has received funds. We 
believe, also, that in some supply areas, the use of the stock fund will simplify 
congressional control of operations by clearly distinguishing consumption from 
supply and by allowing Congress to maintain control over consumption by the 
appropriation process with better knowledge of previous consumption and of 
the quantities of repetitive use material on hand. 

6. Introduction of financial concepts such as the stock fund in an organiza- 
tion as large as one of the military services requires a long period of training 
of personnel in addition to development of systems. Techniques of commercial 
accounting and financial practice have to be learned by both supplier and con- 
sumer. Accordingly, the Air Force believes that it must proceed slowly in the 
introduction of stock funds if it is to avoid loss and trouble which would offset 
the gain. We have already operated a stock fund for 2 years to finance the 
supply of clothing. As a result of experience and knowledge gained in that 
operation, we expect to extend stock funds to other areas at an increasing rate. 
Stocks of textiles for use in clothing and other purposes, stocks of fuel and oil, 
medical supplies, lumber, and many other everyday items are now under con- 
sideration. Actual accounting procedures have been devised and put into effect 
preliminary to the use of stock funds in the field of aviation gasoline and estab- 
lishment of a medical stock fund has been directed by the Secretary of Defense. 











FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART I 
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(Meeting held at Headquarters, Air Matériel Command, Wright- 
Patterson Air Force Base, Dayton, Ohio) 


TUESDAY, AUGUST 19, 1952 


Hovuse or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON ExPENDITURES 
IN THE Executive Departments; 
Dayton, Ohio. 

The Subcommittee on Intergovernmental Relations met at 3 p. m., 
Tuesday, August 19, 1952, at headquarters, Air Matériel Command, 
United States Air Force, Dayton, Ohio, Hon. Herbert C. Bonner, 
chairman, presiding. 

Present : Representatives Herbert C. Bonner, chairman; (Mrs.) 
Cecil M. Harden, Charles B. Brownson, and Thomas B. Curtis. 

Staff members present: Thomas A. Kennedy, general counsel; Ray 
Ward, staff director, and Herbert Roback, staff director, Executive 
and Legislative Reorganization Subcommittee. 

Air Force members present: Hon. Roswell Gilpatric, Under Sec- 
retary of the Air Force; Lt. Gen. E. W. Rawlings, commanding gen- 
eral, Air Matériel Command, Wright-Patterson Air Force Base; Maj. 
Gen. W. H. Tunner, deputy commander; Maj. Gen. M. E. Bradley, 
Jr., directorate of procurement and production ; Maj. Gen. C. A. 
Brandt, directorate of maintenance engineering; Brig. Gen. L. R. 
Parker, directorate of supply and services; Brig. Gen. W. T. Hefley; 
Col. C. Pratt Brown; Col. James A. Mullins; Col. Lester W. Light: 
Col. W. E. Carter; Col. W. B. Packard; Col. Lee W. Fulton; Col. 
William E. Sault; Clarence Dahm; J. N. Cunningham. 

Mr. Bonner. The subcommitee will come to order. 

Lieutenant General Rawlings, I want to thank you and your staff 
for the interesting tour of the Wright-Patterson Air Force Base this 
morning. 

We visited the air tunnel, power plant, laboratories, and the Aero 
Medical Laboratory and other installations on your base, which proved 
to be most interesting and very informative to me particularly as chair- 
man of the subcommittee, and I am sure to the members of the sub- 
committee and the staff. 


1 Name changed to Committee on Government Operations, July 4, 1952. 
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Now, we are assembled to ask such questions as members of the sub 
committee might desire. 

Mrs. Harpen. Mr. Chairman, General Rawlings, Colonel Brown, 
and members of your staff, I wish to express my gratitude and appre- 
ciation for your most generous hospitality and cooperation during the 
past 2 days. It has been very interesting and very informative. 

Lieutenant General Rawlings, I am very happy to know that you 
are in complete agreement with our subcommittee’s objectives. 

I should like to ask one question in regard to the suit that we saw 
demonstrated. What is the cost of that? 


STATEMENT OF COL. C. PRATT BROWN, COMMANDING OFFICER, 
WRIGHT-PATTERSON AIR FORCE BASE 


Colonel Brown. That is an experimental suit and I am not sure 
a total cost has been developed on it yet. 

Lieutenant General Rawtines. Was that a pressurized suit ? 

Colonel Brown. It was this ventilated suit which is over in the aero 
medical laboratory and they did say it was a developmental item. 
I am not sure that the cost has been developed. 

Lieutenant General Rawirnes. In other words, the cost of a piece 
of equipment of that kind would finally be determined when the speci- 
fications were finally set, based on the development and then sent out 
for bids and development on the control and time standards. You 
would then get your bids and determine what the cost would be. I am 
not familiar with the particular item, but that is where we develop 
these special pieces of equipment that are essential to the crew and 
aircraft and related equipment being able to carry out the mission. 

Mrs. Harpen. Thank you. How many Waf’s do you have on the 
base ? 

Colonel Brown. We have 158 enlisted Waf’s and 27 officers. 

Mrs. Harpen. Twenty-seven officers ? 

Colonel Brown. Yes, ma’m. 

Mrs. Harpen. Could you use more? 


. 


FURTHER STATEMENT OF LT. GEN. E. W. RAWLINGS, COMMAND- 
ING GENERAL, AIR MATERIEL COMMAND, WRIGHT-PATTERSON 
AIR FORCE BASE 


Lieutenant General Rawiines. I should like to say that we have 
asked headquarters on several different occasions to provide us with 
a very much larger WAF program, but they have been unable to do so, 
because the recruiting program has been behind the planning program, 
and, therefore, they have not been available. We feel that there are 
a good many positions in this command where women in uniform 
could perform the functions very satisfactorily and I would be de- 
lighted to have them. The ones we have are doing a grand job. 

Mrs. Harpen. Thank you. I am always interested in the women 
of the Armed Forces. 

Mr. Brownson. Would they replace civilian employees you have 
now or military personnel ? 
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Lieutenant General Rawiines. You always have a very difficult 
problem in determining whether the person doing the job should be a 
civilian or military. We try to civilianize the maximum number of 
jobs so that we are not tying up people in uniform on jobs where they 
are not required. 

It to some degree depends upon the particular skills that we reqiure 
and the skills that are available in uniform or in the civilian capacity. 
So, it depends to some degree upon what the particular job is. 

Mr. Bonner. Since you are developing that, has the cost been esti- 
mated for a similar employee as a civilian or a Waf? 

Lieutenant General Raw.ines. I have not seen any figures developed 
on that; they could be developed, and it may be that they have been 
at headquarters. However, we have not developed such figures and 
I do not know what they would be. 


BIDS VERSUS NEGOTIATIONS 


Mr. Brownson. General, I wonder if we could have a little discus- 
sion. It isn’t exactly on the subject of this subcommittee, but it is a 
subject which is very close to it, and it is one in which all of us as 
individual Congressmen are very interested. That is the matter of 
procurement as it is now carried on in your command and how much 
of it is done on a bid basis and how much of it is done on a negotiated 
basis. What philosophy underlies the determination as to which basis 
will be used in your procurement ¢ 

Lieutenant General Rawninas. Yes. sir: we would be glad to discuss 
that. We have discussed this subject before other congressional com- 
mittees. I don’t have at my fingertips the statistics. We could have 
developed them if we had known you wanted them and I would have 
had them here. 

Generally, the policy we are following is one of trying to get the 
maximum amount of competition that we can get in our procurement, 
because we feel that in our American system competition generally 
forces the price down. 

There are many cases, however, especially technical items, where 
you have people who have special technical ability and that sort of 
thing, because they have developed the item of equipment and have 
the know-how and where you have to have them within a specified 
period of time, where it would be more economical to the Government 
to go out and negotiate. So, we do that in a great deal of our highly 
technical equipment. 

On the items that are not as technical we attempt to the maximum 
degree to get competition through competitive bidding. 

From a dollar point of view, obviously, since our aircraft and 
highly technical items are high priority, a good many of the dollars 
are on the basis of negotiated procurement where we have price- 
redetermination contracts and that sort of thing as opposed to “cost 
plus fixed fees,” of which we have not very many. We use those 
where you have had no prior experience with cost—where the item 
IS a new item—and no one has enough information on which to base 
cost to come up with a fixed-price type of contract. We do not like 
to use cost-plus-fixed-fee contracts because they are difficult to admin- 
ister, but we are forced to use them in a lot of cases 
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NEED TO AMEND PROCUREMENT LAW 


Mr. Brownson. Do you, or the members of your command that are 
actually doing this job, have any reaction as to changing that legisla- 
tion to help you in your job? Have you found it cumbersome or 
difficult ? 

Lieutenant General Rawiincs. I am personally not aware of any 
problems that have come up to my level on the statute that we are 
operating under for procurement. However, I would like to ask 
General Bradley, who is the Director of Procurement and Production, 
if he has any that are bothering him; they just haven’t come up yet. I 
am not aware of them. 


FURTHER STATEMENT OF MAJ. GEN. M. E. BRADLEY, JR., DIREC- 
TORATE OF PROCUREMENT AND PRODUCTION 


Major General Brap.ey. No, sir. I would say the basic procure- 
ment laws have proven adequate to our use, and we find them reason- 
able and not too restrictive in operation. 

In general, they cover the conditions wherein it is necessary to ne- 
gotiate rather than advertising; if we have to negotiate, we are al- 
lowed to do so. 

There are some other things that have been added to our job which 
we have to go through which make the job a little more difficult, but 
they apparently are necessary, such as small-business representation 
and the rules and regulations regarding the distressed areas. How- 
ever, the procurement laws as such are, in my opinion, adequate. 


DISTRESSED AREAS 


Mr. Brownson. Do you have to make your decisions here on this 
level in regard to your purchasing from distressed areas, or does that 
come down from the Secretary, or where does it come from ¢ 

Major General Braptey. We get the policies from headquarters, 
and they are set up by the Defense agency. We have to make the 
decisions here as to implementing those policies in each individual 
case, and we do. 

Lieutenant General Rawuines. I might add to that a little for the 
record, and that is that these additional steps which cover the small- 
business activity, distressed labor areas, and a few others do compli- 
cate and involve the procurement process. It means it makes more 
paper work and more time. But those are statutes that have been con- 
sidered by the Congress, and we must follow them. They are not 
unworkable; they just make the task a little more laborious, and obvi- 
ously they may have some considerations that are beyond the scope 
of our task. 

We do make a very conscientious effort, and it causes us additional 
work and time and red tape. 

In the field of small business, we have a very good small-business 
organization in the Air Force, and I think it has done a very fine job, 
but it is complicated. It does take more time and involves, obviously, 
additional steps and more paper work, but it is working out well, and 
they are generally doing a very fine job for us. 
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H. R. 6887 


Mr. Bonner. In that connection, I would like to ask General Brad- 
ley if he has had an opportunity, or if he is familiar, with the bill H. R. 
6887, which was introduced by me as chairman of this subcommittee 
as a result of the subcommittee’s studies with respect to contracts? 

Major General Braptey. No, sir; tam not familiar with that bill. 

Mr. Brownson. In your purchasing of such common-use items as 
fall within your purchasing category, how does your use of negotiated 
purchases and bid-contract pure hases ¢ ompare in volume ¢ 

Major General Braptey. Well, I think it would be best for me to 
get some of our later figures on the over-all picture. 

Mr. Brownson. What is your policy generally on procurement of 
common-use items? Do you have to go into negotiations much there, 
or are you able to do it almost entirely by bid ? 

Major General Brapiey. By bid. 

Mr. Brownson. The overwhelming volume in your purchasing in 
your common-use type of item is by bid? 
~ Major General Braptey. That is correct. Our policy is to do it by 
bid. It is very seldom that we have to do it any other way. 

Lieutenant General Rawiincs. I might make a comment for the 
record. Of course, we run into pressure, In policy direction you can 
negotiate, but you run into a lot of pressure on the side that you 
should have had competitive bidding; and, likewise, where you have 
competitive bidding, you find people who object very strenuously, be- 
cause they have gotten into a situation where they are doing a satis- 
factory and good job for us; they are fearful that some man who is 
pretty sharp might come in and underbid him for enough reduction to 
be one you would have to accept, but then maybe failing to meet the 
contract, having all the learning period to pick up and that sort of 
thing. Then, maybe, the next year he will not be back in the program, 
and that would result in losing two sources. 

You get those pressures on both sides, and we just try to use our 
best judgment in getting the maximum competition we can get. 

Mr. Warp. During the time that what is now Public Law 413 was 
being developed, it was sold, I am sure, to the Congress and across 
the board—certainly to the General Accounting Office and Bureau 
of the Budget—on the theory that there are certain instances where it 
is necessary to negotiate. One, where you cannot draw up a proper 
specification concerning some of your technical equipment; and, two, 
where you do not have a competitive mar ot, It was, however, felt that 
the thing to do is to get competitive bids where practicable in order to 
ere collusion, favoritism, nepotism, and those other things that 

evised Statute 3709 was intended to stop. That was the premise 
which was made for Public Law 413 and I would like to ask if that 
isn’t still the correct way to operate; that is, to get competitive bids 
through advertising where you can do that reasonab ly? 

Lieutenant General Rawirnas. I would like to say that that should 
be modified—not the statute providing for this—but what you have 


said, I feel, should be modified to the extent that it has to tie in to the 


urgency of the situation. 
Mr. Warp. No objection, if there is a bona fide emergenc — 
Lieutenant. General Rawitnes. In other words, when Korea first 
occurred, the pressures were terrific because we were short of a lot of 
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equipment. It was necessary to negotiate where maybe you could 
have gone out on competitive bidding through advertising which may 
have taken an extra month or something of that sort; but, with that 
exce ptior 1; yes; we agree. 

Mr. Warp. That is consistent with what Mr. Bonner’s bill, H. R. 
6887, intends, and then, if you cannot get competitive bidding through 
advertised bids, to try to get competition through negotiation. 

Major General Braptey. We always do that unless there is only one 
source, 

Mr. Warp. That was the intent of the bill, but the tendency seems 
to be to negotiate everything even where there is a competitive mar- 
ket. Iam not talking about the Air Force alone, but practically all of 
the contracting is done under negotiation, rather than through formal 
bids. 

Major General Brapiey. If you look at our monetary record of the 
number of contracts and the dollar contracts per negotiation—just 
dollar volume—it would look that way. 

Actually our airplanes and engines are sole-source items and, once 
a contractor has developed an engine and developed the design and 
the method of manufacture and gotten it ready for production, it is 
out of the question to go out and get any competitive bids for the pro- 
duction of a $250,000 item. In some cases they run that high, and an 
airplane, of course, much higher. So, in those big cases we have to 
negotiate with the people who have developed the thing, and there is 
no way of getting out of it, most of our procurement—high dollar 
items—runs into that type. 

Mr. Warp. There was a manufacturer in Mr. Bonner’s office a couple 
of months ago who had been successful in building a certain type of 
boat during World War II and had a lot of contracts. He is unable 
to get any business at all now because he has no idea what price to 
offer. There is no public opening of the bids and there is nothing to 
indicate how he should sharpen his pencil. In other words, it is all 
done behind closed doors, and he is complaining and he has a right to 
complain. Does that situation exist with respect to your negotiated 
con’ racts? Is there any public opening or any public quotations so 
that someone who has not been successful can get in on the next 
go-round ? 

Major General Braptey. Information concerning the final contract 
Te on a negotiated contract is always available to the unsuccessful 

idder upon request. In the interest of good business practice, how- 
ever, it is not ethical to release the full details of a contract because 
information on operating costs and other matters is considered to 
be confidential and its release might prove detrimental to the success- 
ful contractor. In this connection, the Air Force policy as outlined 
below is set forth in current regulations. 

(a) In the case of negotiated contracts, contracting officers will notify 
unsuccessful suppliers who submitted quotations of the fact that their proposals 
were not accepted, and extend the appreciation of the procuring activity for the 
interest the unsuccessful supplier has shown in submitting a proposal. 

(>) Should additional information be sought by suppliers invited to submit 
quotations, contracting officers shall furnish the name and address of the suc- 
cessful supplier and the actual or approximate contract price, but as a general 
rule, shall not reveal the names of other unsuccessful suppliers or the amounts 


and conditions of their quotation. Information concerning a classified nego- 
tiated contract may not be furnished by telephone. 
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(c) In no event shall cost breakdowns or other cost or profit information sub- 
mitted by any supplier be revealed to any other supplier. 
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There are cases where you were negotiating with three people and 
. one of them might not have the capability—a border-line case—and, 
if he knew what the prices were, he would undercut and could give 
you a lower price, but you maybe wouldn’t get your end item. There 
is that danger if they all knew what the vy were negotiating on. 

Mr. Warp. Of course, you would have the protection of the per- 
formance bonds. 

Lieutenant General Rawirnes. Well, the performance bond doesn’t 
get you the end items necessarily. 

Mr. Warp. I know that is so. It seems to me in this case where 
this fellow—Mr. Bonner knows him well and he is a. very capable man, 
a responsible man—he just doesn’t know what is going on and he 
doesn’t know what kind of price to quote. 

Lieutenant General Rawiines. Mr. Ward, has he bid on some of 
these items ? 

Mr. Warp. He has tried to get in on a negotiation basis. He figured 
his basis and put a bid in on that basis. 

Lieutenant General Rawiines. He has figured his cost and made 
proposals and has never heard anything further and he suspects there 
is some skullduggery, and that is a natural suspicion of a person who 
cannot find out the facts. 

Mr. Bonner. In other words, the man built the same item at the 
beginning of World War II. 

Lieutenant General Rawtines. General Bradley, do you know if we 
have had ry? contractors that have made those complaints? Do you 
recall any? I don’t recall any, and usually we get them. When there 
is some trouble, they come up to see me; they don’t hesitate. 

Major General Brapiey. No, sir. Pressures have been applied at 
times in the past for more issuance of prices on negotiated contracts 
and the size of contracts by certain of your trade magazines and such 
things as that, wanting something they could put in their paper. But, 
actually, in my opinion, a negotiated contract in many cases is ne- 
gotiated not only on a basis of price but on the basis of many other 
things, and it is a contract arrived at and decided upon by the Gov- 
ernment to its best interests. 

It would cause us a very great amount of difficulty if we had to 
publish all of the various bids that people made, because the bids are 
placed against each other and one man may bid a certain amount, 
and then, if they think there is still “water” in the bid, the people ask 
the other man if he doesn’t want to come down. They don’t say what 
the other man bid, but it is really a negotiation. Where there is no 
fixed price, you would have a great diffic ulty in publishing the differ- 
ent prices. 


ATR FORCE NOT SEEKING LOWEST PRICE—HAS PROFIT POLICIES 


Mr. Bonner. General Bradley, in the presentation here yesterday, it 
vas indicated you are seeking to get a fair price—not the lowest price. 
Is that your policy ? 
Major General Braptey. That is correct. We have certain profit 
i policies, and we try to give them a fair profit. 
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Our profit policies are based on volume, on the extent of risk that the 
man is involved in, on his capits lization, and on his past and current 
performance. If he produces well and gives us our stuff on time and 
good stuff, we believe in giving him a higher profit than if he is not. 


FACILITY SURVEYS 


Lieutenant General Rawuines. To elaborate on the fair price, we 
would not necessarily take the low price if it looked as though the 
contractor would be unable to deliver because he simply didn’t know 
how to estimate, or maybe was deliberately putting in a very low 
figure. 

On the other hand, once in a while we make an award to the low 
bidder and will see that the man cannot produce for that price. In 
that case we have to go on the basis of the facility survey, the financial 
survey of the contractor’s ability, and occasionally what you would 
find is that he does not have business and has overhead and he is willing 
to run at a loss on a particular deal in order to cover some of his 
overhead. So, you have to be very careful when you analyze those 
things. 

Major General Braptey. I think we might add that we have in the 
past year instituted a number of administrative improvements in our 
method of conducting our business which tend to arrive at the same 
end result which you are seeking; that is, prevention of collusion and 
any kind of fraud or collusion ‘bet ween any contractor and a buyer. 
For instance, we have done this by instituting, as General Rawlings 
said, the “facility capability” report as a mandatory item. Before a 
contract can be signed or awarded, it is required that the buyer go out 
to the district, which is a different organization of different people, 
and the district makes a survey of this plant to see if they have the 
capacity, the know-how, the experience, and the financial ability to 
perform this contract. That comes back and, if it is approved, then 
the buyer is authorized to go ahead with his contract. If it isn’t 
approved, then he is stopped right there. 

Mr. Bonner. Do you have the technical staff to estimate the cost 
of an item before you ask for prices on it? 


AIR FORCE ANALYSES DETERMINE REASONABLE NEGOTIATED PRIC! 


Major General Brapiry. Well, we have a staff of price analysts, and 
the contractors bring in a breakdown of their estimated cost, and these 
rice analysts analyze that against our experience and against what we 
fle a fair and reasonable overhead rate is the profit and the 
man-hours’ estimate and so on, and arrive at what they consider as 
reasonable by negotiation, if it is a negotiated contract, a proper 
breakdown of the price. 

Mr. Bonner. Do you negotiate to any extent on items that are 
successfully produced by more than three manufacturers? 

Major General Brapiey. Rarely. We might have to in a very few 
cases, but in general we would not. We would advertise. 

Mr. Bonner. You would contract them ? 

Major General Brapiey. Yes, sir. We would advertise for bids. 
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ALL OR NONE BIDS 


Mr. Brownson. General Bradley, I understand that you have a 
purchasing procedure in which you will receive a bid, for instance, from 
a manufacturer who makes some 25 items and then who says “If you 
buy all of those items from me, I will give you a special discount on 
the whole order.” Is that a pretty common procedure or not? 

Major General Braptey. Yes, sir; it is. 

Mr. Brownson. So, in that case of that 25 items, it is entirely possi- 
ble he might be high on one item in there; but, if he were low on the 
total of the 25—whether it is 3 percent or 4 percent or whatever he 
gives you for the whole order—he would receive the bid 

Major General BrapLey. Yes, sir, 

Mr. Brownson. Even though on a specific item he might be high? 

Major General Braptey. Yes, sir. 

Mr. Brownson. Does that squeeze the little fellow out who is only 
capable of bidding on one or two of those items ! 

Major General Braptey. We have some small-business specialists 
looking over all of these things, and one of their duties is to break out 
such items and see to it that small business gets a chance to bid on it 
regardless of this procedure. 

Mr. Brownson. I am not in favor of going completely overboard to 
protect small business, because I am afraid, if we do, we may protect it 
right out of existence. Small business lives primarily on competition, 
anditshould. I don’t think any small-business man who knows what he 
is doing wants small business insured against any loss, because small 
business has a right to fail. That right is the thing that keeps our 
economy healthy. A competitor who doesn’t have a sound business 
operation fails and thereby actually removes himself as an inefficient 
element. However, I am concerned, particularly in view of what 
Congress has done and the way it has been administered, in the case 
of the program of certificates of necessity. Many of these large 
corporations are expanding tremendously and eliminating their 
normal subcontractors by taking over additional operations in their 
own plants. That makes it very difficult for the little machine shop 
who may only be able to bid on one or two items. He may actually 
give the Government a price on those items lower than the price for 
that individual item in the combined contract of the big operator. 
When you take your total percentage saving off the combined con- 
tract, you run into over-all saving that offsets, as far as the Air Force 
is concerned, that particular price advantage on one item. 

It seems to me this presents a very difficult, philosophical problem. 
I can see how you feel about the ultimate economy, but at the same 
time I can understand how the little fellow, who only makes one or 
two items feels when he sees the bid and finds he bid 10 percent low on 
that one item but, because of the 3 percent taken off the large con- 
tractors’ bid for the 25 items, he loses his contract. 

Lieutenant General Rawzines. In these considerations we also in- 
clude the transportation question. As I pointed out yesterday, un- 
fortunately once in a while we have slipped and then you really have 
trouble, because everybody gets pretty unhappy when you make a 
mistake and the man that should have gotten the job didn’t actually 
get it. Fortunately we haven’t had many of those, but it is possible. 

Mr. Brownson. Are there many contracts written with that over-all 
percentage reduction if all items are purchased from the one company @ 
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SMALL BUSINESS INTERESTS 


Major General Brapiey. Yes,sir: there are. If one company comes 
in and offers a substantial differential for getting the whole business 
and is lower than the others, we award him the contract. 

We have this small-business specialist staff, and they survey every 
purchase request that comes through and they pick out all of those 
items whi ch are suitable for small business, and that specialist takes 
ths at contract and goes to the buyer and sits down with the buyer and 
does his very best to see to it that small business gets a part of that 
contract, 

Mr. Brownson. I have here in my hand a particular case, the one I 
mentioned to you at breakfast concerning some electronic rectifiers. 
We have had a lot of correspondence on the case. If you have 20 
items or 30 ioens and this man bids on the rectifiers alone, and if you 
knock those rectifiers out of the order to the large firm, you are going 
to lose several thousand dollars in savings. However, this fellow was 
lower than the large firm on that individual item. You are placed 
in a difficult situation where I can’t see any answer that you can come 
up with which can be completely satisfactory. 

Major General Brapiey. I don’t either. We have quite a few of 
those situations. 

Mr. Brownson. It seems to me that is one place along the line 
where the legislative framework and the directives from on up above 
haven’t been thought through to their proper conclusion. In one 
case you are going to save the taxpayers several thousand dollars and 
in the other case you are going to save a little money on this one 
item, which may be a minor item, and you are making a small con- 
tractor happy, but by breaking up the 20 items you are losing the 
discount on the whole transaction. 

Major General Braptey. We would feel we couldn’t afford to be 
hamstrung by a policy that requires us to break out those items, 
because it would mean so many more contracts that we would never 
get our work done. 

Mr. Brownson. On the other hand, you penalize the man who is a 
specialist in his field and manufactures one type of item alone. 

Are 20 items as originally assorted on this bid, assorted by the 
Air Matériel Command, or does the manufacturer pick the items out of 
a list of requirements that you have and does he make the assortment 
of the particular 20 items on which he gives you the extra discount ? 

Major General Brapiey. In general the 20 items are specified anc! 
we put them on this invitation for bids and he takes the whole 20 
items and says if he got them all, he would give a 10 percent discount. 
That is the way it happens. He doesn’t pick out these particular 
items, but he has to see all of them that are on that particular invitation. 

Mr. Brownson. Wouldn’t that make it possible for your purchasing 
department to pretty well pin point the manufacturers that could 
bid on a particular list of 20 items as a total ? 

Lieutenant General Rawirnes. The point is that there is one step 
before it is put on the purchase request. It goes to the Small Busi- 
ness Specialists Section that we have and I can assure you that they 
are hammering constantly, and make it difficult, actually, to do some 
of the jobs, because they break out enough of that stuff so that it 
doesn’t happen too to great a degree, but we do do it. However, if 
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you went the other direction, we would probably have to double our 
procurement staff, because you would multiply the pl ieces of paper 
involved enormously and we hs ave a large oper ation how. 
Mr. Brownson. That clears up the point I had in mind. I hadn’t 
salized that the Small Business staff was screening these items first 
before the request for bid on the 20 items was compiled. That is 
all I have. 


USE OF TRAVEL VOUCHIERS 


Mr. Curtis. First, I want to say I have certainly learned a great 
deal in going over the general procedures set up here. 

I would like to ask about three specific questions. One question I 
have in mind, I notice the Air Force ordered 5,641,000 travel vouchers, 
which incidentally was 214 times what the Navy ordered and more 
than the Army ordered. It seems to me that that item must have 
filled up the pipeline, and I wonder if anyone could comment on that 
specific item. 

Lieutenant General Rawuines. I believe, Mr. Curtis, we would have 
to research those specific things like that; we bal L he ote to take a 
look at it, unless someone just happened to know it. We haven’t been 
alerted to those items. 

Mr. Curtis. I will ask it in a general way. What review is made 
on matters of this nature? Could these figures for your procurement 
of standard forms for the Air Force, Army, and Navy, be obtained ? 
Who would review this and pick up this very same item which I have 
picked up in relation to the Army and Navy and ask the question why 
is it we are ordering so many and what happened / 

Lieutenant General Rawiines In other words, your question really 

“What is our requirement procedure”? And, second, to try to stop 
coutnananininael. or changing requirements that are higher than 
they should be. Is that your question ? 

Mr. Curtis. Yes, sir, that is essentially it. Of course, I would be 
interested in the follow-through on that specific item later. 

Lieutenant General Rawitnes. We can check on that particular 
item. 

Mr. Bonner. If you can supply that information for the record 
at this point, it will be fine. 

(The matter referred to is as follows :) 

Standard forms used by the AF are procured by the Air Adjutant General 
of the AF Headquarters, USAF, Washington, D.C. The Air Matériel Command 
distributes standard forms through its warehouses and provides the Adjutant 
General periodically with a statement of the quantity on hand, the monthly 
consumption rate, and the quantities due in and out. The Air Adjutant General 
determines the quantities required and the desired delivery dates and procures 
them for delivery to the Air Matériel Command. 

Whenever the quantity of a specific standard form on hand in the Air Matériel 
Command depots is reduced to a 6 months’ supply, a requisition is forwarded to 
the Air Adjutant General for replenishment. The stockage objective is an 158- 
month supply; therefore, the quantity procured is an 18-month requirement less 
the quantity on hand and due in. Depending upon the quantity required, delivery 
may be all at one time or a portion every 3 or 6 months. 

Prior to July 1952, the Air Matériel Command furnished the Air Adjutant 
General with the quantity to be procured at the time the order was placed as 
well as information on the quantity on hand, the monthly consumption rate, and 
the quantities due in and out. The Air Adjutant General reviewed these figures 
and procured the amount requested or determined some other quantity to be 
procured, 
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Mr. Curtis stated that the AF procured 5,641,000 travel vouchers (Standard 
Form 1012) during fiscal year 1951 for use in fiscal year 1952. This require- 
ment was based on past consumption experience, and the projected future size 
of the AF. Our records show that actual consumption experience for fiscal year 
1952 was 5,156,784. 

Lieutenant General Rawirnes. I would like Colonel Light, who 
works in the requirements field, to explain that procedure. 

Colonel Lieut. In that particular area the Air Adjutant General in 
Washington computes all form requirements and actually makes the 
procurement. We do not compute the form requirements here at 
AMC. 

Mr. Bonner. Do I understand that you do not estimate what is 
needed ; someone else does the estimating on this item as to what you 
need ? 

Lieutenant General Rawirnos. That is correct, Mr. Bonner. 

Mr. Curtis. Don’t you even compare that with usage figures in 
case they order considerably more than has been customary before? 

Colonel Lieut. We do furnish the consumption reports to the Air 
adjutant general and he computes the requirements on that. 

Mr. Curtis. But you have no basic authority at this command to 
ask them to check ¢ 

Colonel Ligutr. We do ask the questions when that work require- 
ment is prepared. 

Mr. Bonner. Do you have the figures that would show the consump- 
tion data you reported to them ¢ 

Colonel Licur. Yes, sir. 

Mr. Bonner. And he increased them ? 

Colonel Ligur. He might increase or he might decrease them, sir. 

Mr. Bonner. Well, supply that for the record—the data that you 
furnished on this subject. 

Colonel Lignr. All right, sir. 

Mr. Curtis. Then we still have this remaining question and possibly 
you could answer it here in this particular instance. Would there be 
anyone in the Air Force who would look over general figures of this 
nature, such as I have here, to notice anything that seemed out of 
line and to question it as far as these forms are concerned—the Air 
Matériel Command would not do it as far as these forms are con- 
cerned—but you probably do it as far as other items are concerned ; 
is that correct ? 

Lieutenant General Rawirnes. Colonel Mullins can tell how we do 
our checking of requirements, but to compare our figures with Army 
and Navy figures, no; we would not do that, but we have our internal 
procedure for checking, and Colonel Mullins can describe that to you. 

Mr. Curtis. Let me interject just a minute to be sure—no one would 
compare it with the Army and Navy even for items where you know 
it is a matter, to a certain extent, which would reflect the number of 
personnel you have rather than the particular equipment ? 

Lieutenant General Rawirnes. At this level, obviously, it would 
be a very involved and detailed task. 

When the budget is reviewed, the Department of Defense and the 
budget examiners in working with the departments, they do make 
checks, but the extent to which they go I don’t know; they are spot 
checks of items that are common to the services to see whether they 
look out of line; they do check those up, but to do it at this level, the 
cross-servicing would be a terrific operation. 
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The main thing would be to have our own requirements computa- 
tion arrangements and check twice so we wouldn’t make mistakes. If 
another service had supplies that were excess ot our requirements, 
then they could become available to us in the form of excess supplies. 
Those lists are circulated and we could pull them off and they would 
be on our stocks and we would take a credit on our computation and 
wouldn’t get them; but, in terms of checking the requirements, no. 

Colonel. Mutuins. We have within the directorate of Supply and 
Services an independent audit system of requirements computation. 
This system is independent of the actual individuals who are re- 
sponsible for the commodity or the computation of requirements and. 
initiation of procurement. 

We not only carry that to the extent of auditing the requirements 
for procured items, but also attempt to audit the major portion of 
budget estimates which are submitted so we can begin with the budget 
estimate on particular items and follow it all the - way through until 
we come to an actual procurement after the money is appropriated. 

This system is directly under the directorate of Supply and Services, 
General Parker, and is also extended to the air matériel areas, the 
depots, and we have requirements analysts at each one of the ake 
who are independent of the individual computing requirements. 

In the larger procurement areas each and every procurement is 
audited. 

Where our procurement covers a large range of the consumption 
type matériel, we can only spot check each commodity class and 
take corrective action on a general basis for that commodity class. 

Mr. Curtis. Don’t you have some sort of formula as to usage, as 
either being a certain percentage beyond what you anticipated or 
below that, and where those items are scrutinized? Doesn’t your 
system include something like that ? 

Colonel Mutiins. The system would take into consideration any 
changes in consumption factors and we would either be procuring 
for a deficienc y or would be reducing procurement because consump- 
tion had been lower than had been anticipated. 

In cases where consumption is developing to an extent that the 
item has to be isolated for expediting action or you have to cut back 
procurement, adjustments are made. We audit the requirements for- 
mula itself and the programing information that goes into each 
requirement computation and the data that is used. We check back 
against the actual document from which the inventory and consump- 
tion information is developed. 

Mr. Curtis. I would think this would be one of the methods you 
would have of checking back to see where errors might exist. 

Let’s take another thing, we were discussing this mor ning excesses 
of spares. If you have an excess usage of a particular spare, cer- 
tainly something should be directed over to your design and engineer- 
ing department—probably something must be wrong—and that is 
probably true more in supply than in maintenance. And the same 
way, if you have an item like this travel voucher, which looks like it 
is an excessive amount although there may be a very legitimate 
explanation for it; but I don’t quite see how your system would benefit 


from catching items like that, or whether you are actually set wp to 
catch them. 
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Colonel Mutiins. To come back to the item which you have 
mentioned, 

Mr. Curtis. I know you don’t use that, so that wouldn’t be a good 
example, but assuming it was an item that you do have concern, I 
think your usage figure in the past would be utilized for the new 
order. 

Colonel Mutirys. Do you mean where consumption information 
appears to be excessive ? 

Mr. Curtis. Yes, sir. Either that or your new order—your order 
for next year appears to be out of line with your past consumption. 

Colonel Muturys. That is correct. That is the ty pe of thing which 
could be audited. Of course, requirements computations are designed 
to reflect factors which are changed. Where there is an error in 
factors to the extent that we are procuring something that appears 
abnormal the audit system applies. 

Mr. Curtis. You send it back as a check to be sure there is a logical 
explanation for the change ? 

Colonel Muuurs. That is correct. And if there is no logical ex- 
planation, we take the necessary action to either cancel the procure- 
ment, if it has gotton that far, or do whtatever is necessary to correct 
the situation at that time. 

Mr. Bonner. I understand this order was increased in Washing- 
ton over the estimate that was made here, is that correct? 

Colonel Mutiins. No, sir; the actual requirements were established 
in Washington based on the consumption information which was fur- 
nished by this command, but the procurement quantity was not 
estimated at this command, 

Lieutenant General Rawirnes. On this particular situation we have 
no information, but we will be able to provide you with what our 
consumption shows or we can provide that to Washington and find 
out from them what you want. 

Mr. Bonner. You don’t estimate how much you require; you let 
Washington estimate that. 

Colonel Mutiins. In particular categories of supply and equip- 
ment, I believe I pointed out in my presentation yesterday that head- 
quarters, USAF, does not control some specific items and they compute 
the requirements at that level. 

Lieutenant General Rawiines. And they do on these forms. 

Mr. Bonner. How many of those items are there of that nature, 
generally speaking ? 

Colonel Muturins. This particular commodity classification, Stand- 
ard Forms, they are all computed at headquarters. And, of course, 
the larger items they compute there are the ‘comple e aircraft, guided 
missiles, and that type of thing. 

Mr. Warp. Who places the order on the Government Printing 
Office ? 

Colonel Muturs. The Air Matériel Command actually places the 
order. 

Mr. Warp. From here? 

Colonel Mututns. Yes, sir. 

Mr. Warp. You send Washington your consumption data and they 
add on what they are going to or change it and send it back to you? 

Colonel Muuurns. Yes, sir. It is more or less in the form of a 
directive procurement. 
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Mr. Warp. You would have copies of your orders, showing what 
orders have been placed against it, during fiscal 1951? 

Colonel Munuins. Yes, sir. 

Mr. Warp. And you will have the consumption data ? 

Colonel Mutiis. Yes, sir. We can make a complete check of 
what this appears to be—whether it appears to be normal procure- 
ment, or whether the assets were depleted and that was the cause 
for the increase, or whether or not it appears to be excessive. 

Mr. Warp. Will you also show how many travel vouchers were used 
during fiscal 1951 ? 

Colonel Muuurns. Yes, sir; we can obtain the information. I am 
not positive whether it is here or not. 

I would like to say a few words about the review by the Depart- 
ment of Defense of procurement. Of course, you probably know 
that the Munitions Board has certain items for which—each depart- 
ment presents to the Munitions Board and must receive Munitions 
Board approval before any procurement is initiated and they do des- 
ignate categories especially where any materials are critical or large 
dollars are involved and they review that procurement before it is 
initiated. 

Mr. Curtis. As a matter of fact, they are the ones who really decide 
where we are going to spend the dollars that Congress has ap pro- 
priated; and Congress has appropriated so many dollars, they can’t 
possibly be spent in our industry with our present industrial capacity. 
That expenditure is decided by the Munitions Board. 

The other point I had is in regard to an article which appeared 
in Air Force, the Magazine of American Airpower, the May 1952, 
edition, and the article is entitled “Special Report, the Airpower 
Dollar” on page 22. In there is this statement, and this is what I 
want to ask the question about: 

Even the Air Force clothing requirements creates sizable difficulties in an 
economy still essentially geared to peacetime. For $17,000,000 worth of critically 
needed clothing, mess equipment, blankets, ete., Air Matériel Command had to 
canvass the ranks of wholesalers, jobbers, and retailers of World War II surplus 
supplies and establish special local emergency purchase procedures. Meanwhile 
wholesale prices had risen an average of 14 percent since the beginning of the 
Korean war. 

As an example, I want to run through that and ask some questions. 
First of all, when did this occur? 

Liuetenant General Rawiines. This occurred when Korea started, 
and the very rapid expansion within a period you remember of about— 
well, I don’t remember the exact timing, we could get it in the record— 
we had a build up that started in the fall; we had another one in 
December, as I recall, and a final appropriation in March, when we 
went from a program of 48 wings in the Air Force up to a program 
that was pointed toward the 95 wing program, and the rate of build- 
up, which was based on the decision of the Joint Chiefs that we had 
to have this strength within a given period, required that we take 
these actions in order to sup »ply the men. If you will recall, we had 
considerable difficulty with bringing in our recruits and being unable 
to properly cloth them and give them blankets and that sort of thing 
because of this rate of build up. 

Mr. Curtis. On blankets, for example—the date that this occurred, 
this reference as you interpret it, refers to a period of over several 
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months, say possibly from July 1950 on until about February or March 
1951, is that roughly right ¢ 

Lieutenant General Raw.ines. It was during that period; 1 would 
have to check the details. Do you know, General Parker? 

Brigadier General Parker. I don’t recall, but Colonel Light, who 
1 believe was in the Supply Division at that time, might. 

Colonel Liautr. The period, as I remember it, was October 1950 to 
March 1951. 

Mr. Curtis. I see. Now were these items available in the Army 
and the Navy? 

Colonel Ligur. No, sir; they were not. 

Mr. Curtis. What efforts were made at the time to get them from 
the Army and Navy, if they could? 

Colonel Licur. We had several conferences in Washington with 
the Quartermaster General and also with the Navy, sir, to get these 
items and they were not available. 

Mr. Curtis. Was the Munitions Board asked to help in this picture 
to procure these items ? 

Colonel Licgur. I really couldn’t answer that question; I don’t 
know. 

Mr. Curtis. Well, of course, the Munitions Board is set up for that 
very purpose—that is why I asked that question; it is a very logical 
question. 

Colonel Brown. I think I can probably answer that. I was in 
Washington at the time and there were any number of presentations 
made to the Munitions Board authorities on the common items that 
might have been in either Air Force, Army, or Navy during this par- 
ticular build-up period. I remember one presentation that General 
Kessler, who was the Director of Supply and Services in Washington, 
made to the Munitions Board on the blanket problem in particular 
and to see whether or not any assistance could be given by the Muni- 
tions Board in getting these particular items during this particular 
period. 

Mr. Curtis. And the Munitions Board, other than these conferences, 
did not do anything as you recall ? 

Colonel Brown. It brought out the fact that these were not avail- 
able in the Defense Department establishment and had to be procured 
from the outside agencies. 

Mr. Curtis. Did they require the various forces to submit inven- 
tories of items that were involved at this time? 

Colonel Brown. That’s right, sir. 

Lieutenant General Rawuines. I doubt if we would know that, Mr. 
Curtis. It would be a matter of memory; you would have to check 
the record with the Munitions Board. I don’t think we would know 
what they did here. 

Mr. Curtis. Apparently the colonel was in Washington—happened 
to be there on some duties. 

Colonel Brown. I was stationed in Washington at the time; I just 
heard the Air Force presentation. 

Lieutenant General Rawiings. My only point is that he wasn’t in 
an official capacity to really know, and it is observation. 

Mr. Curtis. I think that is a proper comment, and I would like to 
ask this to make certain so far as Air Matériel is concerned, would 
you people initiate the request to the Munitions Board for help in 
this item? Would that be normal procedure? 
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Lieutenant General Raw.ines. Headquarters, USAF; yes, sir; 
through them. 

Mr. Curtis. It wouldn’t be direct ? 

Lieutenant General Rawiines. Not direct. 

Mr. Curtis. It would have to be through them / 

Lieutenant General Rawiineos. Yes, sir. 

Mr. Curtis. Now, I have a final series of questions involving a 
matter that I wrote to the Air Force—the Secretary of Air—back in 
January 1952, and it was following up on a letter that I received from 
a constituent ‘on the Sidi Slimane Air Base in French Morocco, and 
I assume that operation there would have been under the cognizance of 
Air Matériel; would it not? 

Lieutenant General Rawiinas. The actual operation of overseas 
activities is not under our jurisdiction. That falls under the jurisdic- 
tion of the theater commander, operating under policies established 
at departmental level. Our responsibility is one of providing the 
technical services and procedures used in supply and maintenance 
activities and of supplying the requisitions that are submitted through 
the theater channels. 

Mr. Curtis. But you would be in on the original planning from a 
logistics standpoint to know whether you could supply them ? 

Lieutenant General Rawiines. Is this for a depot, you say ? 

Mr. Curtis. This happens to be for the Sidi Slimane Air Base in 
French Morocco which our Air Force was using. 

Lieutenant General Rawuines. If it was just an air base for the 
location of aircraft, that would be under an operational command; 
we would not be involved in that; we would have nothing to do with 
that, except to fill the requisitions. 

Mr. Curtis. That is what I am really concerned about and what 
I will get into, as you will see, which is a specific thing. I want to 
follow ‘through with some questions, maybe, and I will go on and 
present it. I will quote from this letter which I have. 

Strategic Air Command was in such a hurry to get us over here and then left 
us sitting with no equipment or supplies to work with. For instance, when we 
arrived, there were three fire trucks here, one of which failed the first week of 
operation. The other two broke down repeatedly as all three were worn out 
before leaving the States and had not been modified as directed in existing 
regulations. Finally a second truck was permanently deadlined, leaving us with 
one truck. We are now operating the base with two worn-out fire trucks, which 
are 155 crash trucks and a French truck loaned to us by the French, which is 
a poor excuse for a water pumper. This equipment is definitely not adequate for 
the fire protection of a base this size. 

This condition has repeatedly been reported, but it seems that it disappears 
somewhere in the efficient Air Force chain of command and nothing happens. 
My letter of January 30 was acknowledged on March 7, saying they 
would get some information, and finally on April 1 I rec eived a letter 
saying it was impossible to provide a complete report on this matter, 
as some of the facts were in the process of being assembled by an 

agency outside the Air Force Headquarters. 

“On ‘April 4 I wrote this letter, which contains some of the questions 
I have in mind: 

I am in receipt of your letter of April 1, in which you advise that it is im- 


possible to provide me with a report concerning conditions at Sidi Slimane 
Air Force Base. 


25062—53——_8 
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Reference to my letter of January 30 to Secretary Finletter will disclose that 
I did not request a complete report on conditions at Sidi Slimane but, rather 
I quoted certain portions of a letter received from a man in the Air Force, in 
which I mentioned a number of specific examples of waste and inefficiency. 

One item involved fire trucks and fire protection equipment; another related 
to the personnel of a section of the air installations command; and a third con- 
cerned a cost of Quonset huts and other types of buildings used by the Air Force 
to house men who were doing absolutely nothing as a result of their being 
assigned to this air base months too early. 

Surely questions involving Air Force personnel and Air Force equipment are 
not outside the jurisdiction of the Air Force and recourse to an agency outside 
of Air Force Headquarters should not be necessary in order to obtain the re- 
sponses, 

Finally, after that letter, I received a reply on May 19—no, that was 
my letter of April 4, and on April 30 I received another letter saying 
that—and here is the thing I want to get to—and I quote: 


As a result of the developments in the aircraft field, a requirement arose for 
new improved types of crash fire-fighting equipment. The budget limitations 
imposed upon the Air Force prior to Korea prevented the Air Force from 
embarking on a program for the development and procurement of this new 
equipment. Since that time, however, new types of crash fire-fighting equipment 
have been developed and are currently being procured. Due to the long lead 
time needed for obtaining this equipment, it is just becoming available for 
distribution to Air Force organizations. As fast as it becomes available, it is 
being used to fil! requirements for the Air Force. In the meantime, every 
possible effort is being exerted to maintain existing crash rescue equipment in a 
serviceable condition, until such time as the new equipment can be made 
available. 

The letter goes into some other things. I replied to that letter on 
May 19, in which I raised the question then and I still have no answer 
as far as Iam concerned. I will quote from the letter which I wrote 
to the Air Force on May 19: 


I note your explanation of the failure to have adequate fire-fighting equipment 
at Sidi Slimane Air Base is “budget limitations.” Frankly, I am completely 
dissatisfied with this answer and unless the statement can be backed up specifi- 
cally, I shall assume that it is mere whitewash. 

Accordingly, will you please advise: 

1. What budget requests were made by the Air Force for development and 
procurement of new fire equipment before Korea that were eliminated from the 
budget either by the Bureau of the Budget or a House or Senate committee or 
by the House or Senate through amendment on the floor. 

2. In what way the old equipment was inadequate and why sufficient old-style 
equipment was not procured until the new designs were available. 

3. When the item for development and procurement of the new equipment 
was included in the budget and what steps were taken, and when, to develop 
and procure the equipment. 

4. Is the equipment different from that used on civilian airfields? 

5. What is the lead time on this equipment? What manufacturing companies 
were given the contract to develop and make it. 

I received an answer to that letter, which is quite lengthy, on June 
17, which gives me some of the information, and among other things, 
states that there was no specific budget limitation, but the Air Force 
simply—well, perhaps it would be best to refer specifically, and I 
quote : 

The Air Force had a choice of buying wide range of replacement special 
purpose vehicles or concentrating on the procurement of relatively expensive fire 
trucks and applying the remaining dollars to the purchasing of a small number 
of replacement types. 

It goes on to give some of this data, but never explains why there 
wasn’t other adequate equipment there. 
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There are two things that concern me about this. No. 1 is the fact 
when you try to learn the facts and to find out what is wrong, it takes 
from January 30 to June 17, when they finally made this one acknowl- 
edgment that it wasn’t specific budget limitations; that it was a matter 
of choice of the Air Force itself. 

Secondly, the net result shows the significance and importance of 
having adequate fire equipment on the base. Certainly it is neces- 
sary, it would seem to me, and yet we have this situation existing at 
this base over there where there are inadequate facilities. 

Now, again I say, I am using this as an example to see where Air 
Matériel fits into this picture in the general proc edures that we have 
been over and why would a thing like this occur; and why did it take 
so long to get information and appare ¥% get the thing solved ? 

Lieutenant General Rawxines. May I respond to that? Why it 
took that length of time to develop This matter, I wouldn’t know; 
that was something you had between the Secretary, so I wouldn't 
know. 

Mr. Curtis. Wouldn’t they have to come to you, General, for in- 
formation on this matter ? 

Lieutenant General Rawtitnes. They may or may not; it depends 
upon the particular situation. In this case it is possible that they 
would have that information in Washington. 

Our part in this particular picture would have been that we make 
the procurement of fire equipment and also we know the require- 
ments for the fire equipment and we know what the inventories on 
hand are; also, we know what the new items are which are being de- 
veloped and that are coming along and the status of them, and so forth, 
but there are a couple of points I might comment on. 

On the budget side, it is very unfortunate that so often broad 
statements are made, because actually what does happen is what was 
stated in that last letter and that is that these items are not necessarily 
always in as a line item, because you have an over-all program that 
you are trying to accomplish. 

There will be, maybe, a 10 percent cut in an area and the service 
has a choice of applying that and you may decide that this is less im- 
portant than this or maybe an item isn’t ready for procurement yet 
and therefore you don’t buy it and buy something else at that time. 

What happens then is a question like yours comes along, and I was 
going to say it was a budget reduction, but it was one where we had 
the choice of how we handled it. 

As far as the status of fire-fighting trucks is concerned, as the size 
of our aircraft has increased the problem of fires has become very 
inuch more important, and as you probably know, they have had to 
develop these new high-speed and high- powered foam-throwing fire 
trucks in order to handle aircraft fires. That is the area in which we 
have our fire-fighting equipment problem. They have been in a state 
of development, but they were not developed during that period, be- 

cause the total amount of our research money—and this was again 
our choice—was such that the decision was made instead of develop- 
ing this particular item, we would develop a bomb sight or something 
else. In m: ny cases we find today that support equipment—that is, 
equipment that goes to support the actual operating equipment—is 
behind in development for that reason. 
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_Mr. Curtis. Now, General, to interrupt there, one of the basic ques- 
tions involved, though, is that surely, while you are going on = de 
veloping, you still have adequate old-type facilities. That seems to 
have been one of the things that did not exist in this case. 

Lieutenant General Rawxtnes. We will have to check the inventory 
figures on fire trucks, but I know we are having a great deal of dif- 
ficulty with fire trucks right now, because of the expansion of the Air 
Force and the establishment of these new bases and the fact that we 
have not had an adequate inventory of fire-fighting trucks. 

Mr. Curtis. In other words, you were probably caught short 
back 

Lieutenant General Rawiines. Sure. You know what happened at 
the end of the war; we disposed of many of those trucks, because the 
program looking toward the future was such that it looked like you 
wouldn’t have a build-up program. It was a part of the whole prop 
erty disposal program. Many of those things went to cities which 
took over airports, for example. So our inventory was not one that 
had a lot of excess in it at the time this expansion started. 

Mr. Curtis. In this instance wouldn’t it have been possible, or was 
anything done to try to requisition fire-fighting equipment through 
other services and the Munitions Board, and imariler out in the civilian 
field ? 

‘The net result, General, was that you didn’t have adequate fire 
fighting equipment, if this story is true, and apparently it is from the 
answer they gave, because they explained why it wasn’t, but do not 
explain how it got that way. 

Lieutenant General Rawuiines. The civilian type equipment, of 
course, doesn’t take care of this requirement. It is an airfield, as | 
understand. 

Mr. Curtis. Yes; I appreciate that, but a lot of this equipment was 
turned over to civilian enterprises and I was wondering if that equip 
ment could have been used. I do know this—in fact, they say so in 
this letter—a lot of your municipal operated bases do have very simi 
lar equipment and are developing it even to the extent of the larger 
stuff. 

Lieutenant General Rawuines. Well, to my knowledge those bases 
are all operating; they are not closed down and you couldn't get that 
equipment back from the cities and municipalities operating those 
airports. So, that wouldn’t be a source in this case of a build-up; you 
wouldn’t be able to get that equipment. Iam sure we wouldn't explore 
that source. 

Brigadier General Parker. There was an over-all shortage of 
equipment because everyone was building up. Now, in this particu- 
lar case there was a deployment which was not cut back far enough 
and it was then left to lead time to provide adequate equipment. 

Mr. Curtis. Would they come to Air Matériel in setting up a base 
at Sidi Slimane with this item ? 

Brigadier General Parker. Yes, sir. What happens, we get an 
operating program, as shown to you yesterday by Colonel Mullins 
and the basis we use to compute our requirements—that operating 
program will show you the installations they are planning on using 
during a period. When the annual program is given to us, if that 
base, for example, was in the program, it would have been included 
and then when we made our computation for requirements, we would 
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include that as one of the requirements, based on the table of authori- 
zation for that kind of a base. So, we would make the computation. 
However, what has happened, as he also described yesterday to the 
committee, is that there have been changes made in the program as we 
have moved along. 

Lieutenant General Rawiines. It might be best to keep this part 
off the record. 

(There was a discussion off the record.) 

Lieutenant General Raw.ines. In a build-up program like this for 
that year, you would have to take short cuts and do all sorts of things 
in trying to take care of it. In this case, apparently, we didn’t do a 
supply job; whether they requisitioned on us, I don’t know. But, 
let’s assume they did. When those requisitions would come in and 
were in short supply, then, as I think Colonel Packard told you yester- 
day, we use a priority list, which is a priority and precedence list 
set up by the Air Staff. That is based on the over-all operational 
mission and lists the most important units in that order. However, if 
this unit happened to be lower than other units that consumed all of 
our assets, it wouldn’t get equipment. So, that is how it actually 
operates and that is how we would be in it. These emergency pro- 
cedures have a particular situation and if it is considered bad enough, 
it would get into that channel, but normally this is the way it will 
operate. 

Mr. Warp. This illustrates the idea that if you had had a long 
supply, you would never have been criticized ? 

Lieutenant General Rawtrines. That’s right. 

Mr. Warp. I appreciate that. 

Lieutenant General Rawirnes. You get into that kind of problem 
continuously and we would be in all sorts of difficulty in Korea, for 
example, if we hadn’t had some kind of stock level and pipeline, be- 

cause we hadn’t programed for that kind of deployment and so you 
had to fill those lines. 

Mr. Curtis. That is all. Thank you. 


DUPLICATION OF ARMY, NAVY, AND AIR FORCE BOOKLETS TO VENDORS 


Mr. Bonner. In our hearings in February and March it was shown 
that the Army, Navy, and Air Force had three booklets in regard 
to vendors selling to the Government, and we asked the question why 
one uniform booklet couldn't be established, and I think the depart- 
ments have recognized just the points that you have here. 

There is in process of preparation now a single booklet which will 
give the information in one document for all three services. This was 
in February and March and I just wanted to find out if that booklet 
had been prepared.° 

Lieutenant General Rawiines. Does anyone in procurement know ? 

Brigadier General Parker. It hasn’t been published, sir. 

Lieutenant General Rawtirnas. It hasn’t been published. It has 
sections from each of the services. 

Mr. Bonner. That is being carried on by the Munitions Board. 

Lieutenant General Rawtines. We do have published a booklet for 
the Air Force. 


5 


See p. 215, Federal Supply Management (Textiles and Clothing) (ASPR Conference). 
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Mr. Bonner. We questioned that there were three different book- 
lets and three different prices and we were asking the question why 
wouldn’t one booklet be published so a man wouldn’t have to go to 
the Government Printing Office or somewhere and buy three / 

We would like to have a short presentation of your electronic con- 
trol program. 

Brigadier General Parker. Major Gregg is in charge of that, gen- 
tlemen, and he will make the pesentation. 


STATEMENT OF MAJ. CHARLES R. GREGG 


Major Grece. We have prepared here a chart type of presenta 
tion which we hope will be adequate. 

The appl ication of various electronic devices which have been de- 
veloped in recent years and their application to scientific and busi- 
ness problems are, ‘of course, coming in for a great deal of discussion 
in various periodicals and in lectures given at various places in 
recent years. 

The popular concept of such electronic brains, as they are quite 
often referred to, is that through some mysterious alchemy they can 
replace the human mind as a vehicle for judgment of problems, and 
we do not necessarily subscribe to this. 

The electronic equipment now available to us, and which is quite 
often referred to as “the brain,” is capable of only certain logical 
operations. ‘They are standard operations of arithmetic, of com- 
parison, and of selection and assembly of data. 

The great advantage lies in the speed of such equipment. Metal- 
lic tapes feed data in at a rate of approximately 10,000 characters 
per second. For example, 11 digit numbers may be added or sub- 
tracted at the rate of 2,000 such operations per second, with similar 
speed for other arithmetical operations. 

The storage of information, and, incidentally, of instructions for 
the equipment to operate with are of a variety of means. You have 
the external systems, which are currently mostly magnetic tapes. 
Electronically impressed impulses may be retained as long as you 
want them and then they may be erased from these tapes at a later 
time and the tape reused. 

Approximately 144 million digits may be stored on a single 8-inch 
reel of tape. This is the equivalent of 18,000 standard IBM punch 

cards in storage capacity. For internal memory we have several 

types: Magnetic drums, acoustic delay tanks, and the Williams tube, 
the latter being or using a principle similar to what we have all wit- 
nessed, such as the television tube, where when the set is turned off, 
we have a certain afterglow, an impressed image which lasts for a 
few microseconds, or at least a number of them. 

Now, the physical features of such equipment are possibly of in- 
terest. The central computer in a typical installation might have as 
many as 5,000 vacuum tubes, and weigh as much as 5 tons. In 
connection with its accessories it might occupy floor space of ap- 
proximately 4,000 square feet. Quite often such equipment requires 
the installation of special air-conditioning equipment in order to dis- 
sipate the heat generated by it. 

In the new development area, types of equipment which are cur- 

rently being stressed are primarily, as far as we are concerned, gen- 
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eral purpose equipment. Systems of components rather than inte- 
grated machines are being c ‘onsidered. 

In the past many special-purpose m: achines have been used, but they 
are not applic able to the prob lems with which we are presently con- 
cerned. ‘The components which are being developed and which are 
receiving a great oe of emphasis at the moment, because the central 
computer in most cases outstrips them in « Capa ity, are high speed 
printers which may i ive speeds up to 1,000 lines per minute, and high- 
speed sorters and collators which are particularly import: in the 
processing of information for our standard-type reporting ioe lems. 

Now, one of the major areas in which the Air Matériel Command 
is interested, as far as the application of electronic equipment is con- 
cerned, is in the electronic control of matériel inventories. This, of 
course, is a very bulky process and very time-consuming. Now one 
of the proposals which has been made and which is being investigated 
with studies being made on it at the present time, involves a unit at 
each base to transmit current inventory data to the depot and to requi- 
sition supplies automatically, as needed. Master units in depots where 
current stock levels are maintained would automatically evaluate the 
requisitions received from the bases, prepare shipping documents, and 
indicate warning and reorder points, prepare action documents neces- 
sary to resupply and maintain stock levels at the depot points; also 
automatically ration items in short supply, according to previously 
established orders or priorities. 

The advantages to be gained by this are, I believe, almost obvious. 
They are a marked reduction in stock level, a substantial reduction in 
supply, both in supply personnel, both clerical and handling and in 
conjunction with aerial resupply, major reductions in pipelines could 
be accomplished. The implications of such reductions, insofar as 
their dollar values are concerned, are, of course, apparent. There are 
a number of planning and logistic exercises currently being conducted 
in the modification of current supply systems. One exercise known 
as Logistics 56 is being conducted which involves the aerial resupply 
of overseas areas from de »pots in the United States. It is directly asso- 
ciated with this type of thing. We are also cooperating closely with 
such corporations as International Business Machines, RCA, Reming- 
ton Rand, and a number of others in the assessment of our require- 
ments for equipment to do the job which we have set up. 

In the large-scale electronics computer area, the equipment may 
differ from that referred to in the application of electronic inventory 
controls in that the former was more or less special-purpose equipment 
while this is intended to be general-purpose equipment. Well, I 
shouldn’t say special purposes, it is general-purpose equipment, but its 
intent is to handle more specialized problems than the one in inventory 
control. Since World War II many Government agencies have spon- 
sored and used such equipment in areas such as aerodynamics research, 
ballistics, development of mathematical tables, nuclear physics, and 
that sort of thing at such places as Harvard, MIT, Abe vis en Proving 
Grounds, ete. 

The Air Force has for a number of years sponsored the development 
of equipment such as the SEAC and the SWAC, which are the Stand- 
ards eastern automatic computer in W ashington and the Standards 
western automatic computer at UCLA. These differ somewhat in 
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specifications, but they represent a development of new type of equip- 
ment and an improvement in over-all capacity. In many, many cases 
the equipment developed here under Air Force sponsorship has been 
picked up by such corporations as Remington Rand and several other 
companies have taken similar advantage of the basic research done 
here. 

Headquarters, USAF, recently purchased a Univae which currently 
is the only general-purpose machine which might be said to be in a 
production status. The Bureau of the Census has one, the Army Map 
Service is procuring one, and quite a number of other agencies are 
very much interested in it. 

Our objectives in this area are to develop methods and procedures 
permitting application of electronic computing equipment to logistics 
and requirements problems and to apply suitable equipment to perti- 
nent problems in order to provide timely answers. In many cases we 
find answers which can be obtained quite easily by manual methods 
lack timeliness, and this can be tremendously disadvantageous. Many 
of our budget problems are like that, for example, and many of the 
supply problems where great masses of items have to be handled. The 
advantages to be gained are a release from the burden of arithmetic, 
many times of impossible magnitude, and elimination of delays in 
communication. This might be communication between the staff offices 
in a major command headquarters. Any time you have a specialized 

roblem where time lag is inherent in the large arithmetical prob- 
mn you will find changes in concept during the solution and the result 
isan inconsistent solution. Also another major advantage to be gained 
is a multiplicity of solution. You can solve a large number of simi- 
lar problems with minor changes in the basic assumptions and then 


apply judgment to select the best. This is very applicable to alterna- 
tive war plans. One of the typical problems, Ree cal at Headquar- 


ters, USAF, on the Univac, is matrix inversion for the solution of inter- 
industry problems. They have also been working with the Bureau 
of Labor Statistics and a number of other departments in the Govern- 
ment in interindustry economics problems. 

Then, we have linear programing. This is an area originally de- 
veloped by Professor Leontief, and solves special sets of simultaneous 
equations by the use of this equipment. Optimization which involves 
mechanical selection of the most advantageous of a multiplicity of 
solutions according to certain criteria, such as minimum cost, minimum 
manpower required, etc., is a third problem being worked on. 

In the AMC area, problems suitable for processing on the new 
equipment include the SCOOP budget estimating procedure for proj- 
ects 411 and 422 consumption-type items. This is a major problem 
because this field has been computed or processed mechanically on 
IBM equipment for some time and are formulated and are suitable 
for readaptation to high-speed equipment. There is a large volume 
of computation here and the time lag involved can be very dangerous 
at times. 

Another problem area is that of production resources. Included 
here are computations of man-hours, factory floor space, materials, 
etc., required to support specific aircraft production schedules. 

Another big area which is being considered is conversion and exten- 
sion of Headquarters, USAF, programing information. A great deal 
of work is done manually after working material is received from 
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Headquarters, USAF, prior to computation of budget requirements 
at this headquarters. 

The SCOOP budget estimating procedure is being coded for test 
runs on the Headquarters, U SAF Univac and we hope to make test 
applications within the next 2 or 3 months. It is hoped that an entire 
run could be accomplished in this area in a matter of 24 hours, versus 
2 or 3 months on current equipment. The problems associated with 
the Government-furnished aeronautical equipment, basic industrial 
materials, and others are also under study with the object in mind of 
processing them with machine time available to us on the Headquarters, 
USAF machine or other equipment becoming available. Arrange- 
ments are in the mill for service test of the new tape-processing ma- 
chine being built by the IBM corporation. And, lastly, the new equip- 
ment de :velopments are being monitored by us by attendance at meet- 
ings of scientific associations sand things of that nature. 

Lieutenant General Rawutnes. If I may make a couple of com- 
ments, I think this is important to the committee, in that the whole 
purpose of this development is to try to speed up supply operations so 
that we will have an opportunity to use more judgment on the final 

results and to cut out the time delays that obviously come xbout with 
pipelines and stock level requirements. 

Equipment is never a substitute for brains, because you must have 
people with brains and judgment putting the problems into these 
things, but we find ourselves with a very large complicated program 
that very often gets to us late. You have to do a terrific amount of 
electronic computation to come up with this item requirement, match- 
ing that against inventory consumption data, and so forth. You are 
dealing with such a mass of data, that it takes a lot of people and 
long periods of time to do the job and that means we are always 
pressed to get our answers before we are ready to give them. 

During the period that budget work is taking place, you have 
changes to make while it is in process. If we can develop equipment 
which will do this programing job, which is the UnivaC, so we can 
get started early and then we can develop electronic equipment for 
our own supply system, we can shorten the time cycle and get our 
data back at the depots and central points that you couldn’t possibly 
get if you had to do it by hand, because it would require too many 
people. In that way we think we will be able to save a lot of time and 
I am sure be able to reduce our levels, because we will be able to take 
faster action. It certainly is no panacea for all of our troubles, and I 
certainly wouldn’t want the committee to get that idea, but it is a 
new development coming along in the business field that looks as if 
it will be of considerable value in an operation of this size and mag- 
nitude. We just wanted you to know we are working on it. 

Mr. Warp. Will you explain to the subcommittee how electronics are 
based upon the binary system of mathematics so that either dashes 
or ciphers are all that one needs to represent any number? 

Major Greece. The binary system as applied in the UNivaC ma- 
chine operates on what is called the binary coded decimal. In this 
case each digit in a given number is represented by a series of pulses 
or no pulses. That is the only thing we have in electronic work. 
Either we have something or we don’t have it. A combination of— 
say a combination of seven pulses, or lack of pulses, with all the 
various combinations will give us a very large selection to represent 
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alphabetical characters, decimal digits, and so forth. Now the com- 
puter itself uses more or less trick handling of such combinations of 
impulses, and one of the processes they use—this isn’t meaningful 
particularly—but excess three binary with flip flop to achieve addi- 
tion and subtraction. The binary system as used is very similar to 
teletype tape. All of us have seen teletype tape, merely paper tape, 
with a combination of holes, and the various combination of holes will 
determine what the teletype prints on the paper. 

Mrs. Harpen. I should like to ask General Bradley a question. 
We discussed yesterday the status of the Allis-Chalmers contract at 
Terre Haute and we learned from the newspapers this morning that 
the strike has been settled. Now when will the Air Force replace the 
tools that were removed from there ? 

Major General Braptey. We are studying the problem currently, 
Mrs. Harden. I believe I stated yesterday I wasn’t at all sure we were 
going to be able to replace those same tools. 

Mrs. Harpen. I understood that. 

Major General Brapitey. But we are going to look at the whole 
problem. It may be that Wright Aeronautical, who is the prime con- 
tractor, and who has been charged by the Air Force with replacement 
of those tools—in other words removal and placing them in a place 
where they could start cutting metal. It may be that some of the places 
they were putting them, they are not able to get steel to cut and metal 
as soon as they could back there; I don’t know. If that is true, some 
of the tools might go back; otherwise, we will set up a program and 
get the tools that would have gone into the other places in there as fast 
as we can. 

Of course, machine tools are still one of our problems, particularly 
in jet engine parts, and I cannot give you much of a guaranty on it. 
I have talked to General Metzger about it today and I assure you 
we are going to give very careful consideration to getting it set up 
and into production as soon as we can. 

Mrs. Harven. Thank-you; I greatly appreciate your interest. 

Mr. Bonner. Gentlemen, that concludes the hearing and I want to 
thank you gentlemen again. 

Lieutenant General Rawitnos. Mr. Chairman, I would like to state 
before you close, we are very appreciative of having had the oppor- 
tunity of having you be so patient in listening to our presentations, 
and it is particularly gratifying to me, since we are going to have all 
of our field commanders here for a semiannual conference on Thurs- 
day and Friday of this week. So, that many of the ideas that you 
people from Congress have expressed, we will be able to communicate 
directly to our commanders on a very timely basis, which I think is 
always helpful. 

Mr. Bonner. Thank you, General. We appreciate your courtesy 
and your kindness. 

(Thereupon, the hearings were adjourned.) 
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FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART II 
(Section 1) 


(Meeting held at St. Louis Medical Supply Depot, St. Louis, Mo.) 


WEDNESDAY, AUGUST 20, 1952 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DeparTMENTs,' 
St. Louis, Mo. 

The subcommittee convened at 9:30 a. m., Wednesday, August 20, 
1952, Hon. Herbert C. Bonner (chairman) presiding. 

Present: Representative Herbert C. Bonner, (Mrs.) Cecil M. Har- 
den, Charles B. Brownson, Thomas B. Curtis, and Melvin Price, from 
the Committee on Armed Services. 

Staff members present: Thomas A. Kennedy, general counsel; Ray 
Ward, staff director, and Herbert Roback, staff director, Executive and 
Legislative Reorganization Subcommittee. 

Armed services personnel present: Maj. Gen. Silas B. Hays, Dep- 
uty Surgeon General; Col. A. M. Libasci, commanding oflicer, St. 
Louis Medical Depot; Lt. Col. C. W. Carter, Chief, Optical Division, 
St. Louis Medical Depot; Lt. Col. G. H. Wilson, executive officer, 
St. Louis Medical Depot; Maj. C. R. Buffington, Chief, Storage Divi- 
sion, St. Louis Medical Depot; Maj. R. E. Julian, Chief, Stock Con- 
trol Division, St. Louis Medical Depot; Capt. W. C. Peters, Chief, 
Miscellaneous Services Office, St. Louis Medical Depot; A. E. Dixon, 
management officer, St. Louis Medical Depot; Maj. J. L. Fink, Chief, 
Armed Services Medical Equipment Maintenance Course, ASMPA, 
and Maj. Thomas E. Braswell, United States Air Force. 

Mr. Bonner. The subcommittee will come to order. 

General Hays, Colonel Libasci, and gentlemen of your staff: We 
are a Subcommittee on Intergovernment Relations of the House Com- 
mittee on Government Operations. Those present today are myself, 
Mr. Bonner, of North Carolina; Mrs. Harden, of Indiana; Mr. Brown- 
son, of Indiana; Mr. Curtis, of Missouri, and we are delighted to have 
with us Congressman Price, member of the Armed Services Committee 
of the House. 

Our staff is composed of Thomas A. Kennedy, chief counsel to the 
full committee; Mr. Ward, staff director to the subcommittee, and 
Mr. Roback, who is cooperating with this subcommittee and is staff 
director for the Holifield Subcommittee on Reorganization. 


1 Name changed to Committee on Government Operations, July 4, 1952. 
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We have been investigating economy and efficiency in our supply 
system all over the world. That is, the supply system of the armed 
services. One subject we have studied and reported on is medical 
supply. I want to compliment Secretary Pace, Mr. Bendetsen, and 
General Hays for their cooperation in this field. 

Today we want to learn all we can about your operation here under 
the splendid management of Colonel Libasci. Colonel, you have a 
statement to make; and any time, after we have your briefing, should 
you call on any members of your staff, I wish for the record they first 
identify themselves, give the answer, and make such statement as 
they care to. 

You will proceed, please, sir. 


STATEMENT OF COL. A. M. LIBASCI, COMMANDING OFFICER, 
ST. LOUIS MEDICAL DEPOT 


Colonel Lisascr. My plan, briefly, is this: That we have an informal 
briefing to show you what our organization is, what our missions and 
functions are, and then take you on a complete tour of the depot. 

Before I start, though, I would like to say one or two words about 
myself. 

Lam Col. A. M. Libasci. I am the commanding officer of this depot. 
I am a doctor, a member of the Medical Corps of the Regular Army. 
I have 20 years’ service in the Regular Army, most of which was spent 
in supply and depot operations. During the war, I was Chief of 
Medical Supply in the South Pacific. Since the war, I have been in 
command of two medical depots. 

Our St. Louis Medical Depot installation consists of two sites. We 
have this building, called the Mart Building, and an area we desig- 
nate as the South Annex, 714 miles south of here. May I refer to you 
this brochure entitled “St. Louis Medical Depot Organizations and 
Missions.” (See St. Louis Exhibit 1, p. 137.) On page 3 you will see 
amap of St. Louis. The Mart Building is shown in the northern part, 
and down in the southern part of the city, 714 miles away, we have 
the South Annex. That will orient the two areas. 

We will keep referring to this booklet, which contains what you 
would want to know about our depot. I will go through it sketchily, 
then you can examine it at your leisure, and ‘perhaps come up with 
some questions. 

The Mart Building, as originally put up, is a civilian merchandise- 
mart type of warehouse building which contains about a million square 
feet. Twenty percent is office | space. If you will refer to this site 
map, here is the Mart Building. This is the tower, with the office 
areas. This tower extends 20 stories; the warehouse extends 10 stories. 
There is a drawing of the building on the first page of this booklet. 
I would also like to show you these photographs. The Mart Build- 
ing is a combined office- and warehouse-type building. It was pur- 
chased originally in 1941 by the Army at a cost of $2.75 million. It 
is today valued at slightly over $10 million. 

The area at South Annex was acquired last year. They were sur- 
plus RFC warehouses, for buildings. We have renovated and rehabili- 
tated these buildings and moved in. They are one-story-type ware- 
house, wartime construction. This building is 1,600 feet long, and 
this one is 1,200 feet long [indicating]. It makes a ve ry fine type of 
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operation. You see, in this one depot we have two types of opera- 
tion—multistory and single story. 

May I refer you to page 6, where you will see a chart. We show 
the echelon of command. Here are our medical depots; here is the 
St. Louis Medical Depot. Then we have the Depot Branch of the 
Supply Division of the Office of the Surgeon General and, of course, 
the Army Medical Services, being one of ‘the technical staffs and serv- 
ices, Which comes under G-4; then the Chief of Staff, Secret ary of the 
Army, Department of Defense. 

On page 7 of the brochure we show an organization chart of the 
depot. I don’t intend to cover this in detail. This is the type of 
organization you will see in any Army branch depot, be it Medical 
Supply, Signal Corps, Ordnance, Quartermaster, or Transportation. 

In general, the depot is run by civ ilians, with officers in supervisory 
and key positions. The bulk are civilians, civil-service career em- 
ployees, some with 10, 20, and more years of service. We staff it with 
a minimum of military command to maintain a trained nucleus, or 
001 of officers and military personnel, trained in operating a depot. 
Then, in case of war, we have them available. In 1940 I held a very 
subordinate position, and during the war was able to assume greater 
and greater responsibility. 

Page 8 will give you an idea of our personnel strengths and operat- 
ing ceilings. Again I will not go into detail except to generalize. We 
are given so many slots; for example, I am authorized 34 officers, and 
I have 34; 26 Army and 8 Air Force. Our housekeeping comes from 
the commanding general, Fifth Army. He gives me an authorization, 
and so on down the line, every organization for each of my lesser 
activities. For supply, I am authorized 699 civilians and have 686. 
We try not to go over the ceiling; as a matter of fact, we are not 
allowed to go above the ceiling. 

In addition to personnel strength and operating ceilings, this depot 
is the training center for military personnel in all phases of medical 
supply, maintenance, and optical work. We are a school, running 
various courses in medical supply, medical maintenance equipment 
repair, optical work, and other related activities. In these courses, 
at times we have foreign students. At present we have four Chinese 
students. We have had Philippine, Canadian, and so forth. 

Mr. Bonner. Let me interrupt, before you leave the school train- 
ing feature: How many students do you have? 

Colonel Lisasct. At present, 51 students. Of course this will vary. 
Fifty-one in the course on medical equipment maintenance. Broken 
down, 40 Army, 11 Air Force, and some Navy are eee, in at times. 
This is a joint course, run under the joint agency in New York— 
Army, Navy, and Air Force, and administered by the Army. 

Mr. Bonner. You have 51 students? 

Colonel Lipasct. Yes, sir; at present. 

Mr. Bonner. Is that the maximum that you have? 

Colonel Linascr. This is a phased course; we admit 15 students 
each month and graduate 15. We push them out into the pipeline 
gradually instead rof once a year. 

Mr. Bonner. They come from the Army, Navy, and Air Force? 

Colonel Linascr. Yes, sir. 

Mr. Bonner. How much personnel ? 











118 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


Colonel Lizascr. This is our authorization for personnel. 

Mr. Bonner. What is that? 

Colonel Lipasct. I don’t have the authorization here. Do you mean 
instructors¢ Major Fink, can you answer that question ¢ Major Fink 
is the head of the school, and instructor of the entire school. 

Mr. Bonner. Give your full name. 


STATEMENT OF MAJ. JAMES L. FINK, MEDICAL SERVICE CORPS, 
CHIEF, ARMED SERVICES MEDICAL EQUIPMENT MAINTENANCE 
COURSE 


Major Fink. Iam Maj. James L. Fink, Medical Service Corps, Reg- 
ular Army, and I am Chief of the Armed Services Medical Equipment 
Maintenance Course. 

We are presently authorized 36 people in the course, 27 of whom 
are instructors; and they are drawn from all three of the services, with 
the exception of two of the instructors who are civilians. Our phased 
plan will graduate approximately 180 students a year. As of this 
morning we have 72 students, and beginning Monday morning there 
will be a new class of 15, in this case all N: avy men. 

Mr. Bonner. How many instructors do you have? I want to get 
that clear. 

Major Fink. A total of 27. 

Mr. Bonner. And you have 51 students; is that correct ? 

Major Fink. No, sir; we have an allotment, when we reach our 
peak capacity. At that time we will have a load of 150 students. At 
present we are in an expansion plan. As of this morning we have 
72 students. 

Mr. Bonner. How long does a course last ? 

Major Fink. Ten months—40 weeks. 

Mr. Brownson. To clarify that point you are developing, may I 
ask the major: With the 72 students you have enrolled right now, 
how many instructors do you have, at this present time? Not allot- 
ments, but actually assigned 

Major Frvx. I will have to think just a moment, if you don’t mind, 
sir. 

We have 19, sir. . 

Mr. Brownson. Of these 19, how many are military and how many 
are civilian ? 

Major Fink. Seventeen are military; two are civilians. 

Mr. Brownson. Are all of them military officers? 

Major Fixx. Three of the military are officers, two are warrant 
officers, and the remainder are enlisted men. 

Mr. Brownson. And those are Army, Air Force, and Navy. Can 
you give us that breakdown, approximately ¢ 

Major Fink. Yes, sir. The officers are all Army, with the exception 
of one Navy officer. He is in charge of the Navy Training Unit, and 
has an additional duty with the course. One warrant officer is Army, 
one warrant officer is Air Force. The enlisted men are four Navy and 
one Air Force; the remainder are all Army. 

I might inform the committee that these figures perhaps are not 
completely accurate, but are probably accurate “within one or two. I 
will get the correct information for you. 
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Mr. Bonner. You will have an opportunity to correct the record, 
We merely want the facts. 

Mr. Curtis. Mr. Chairman, may I ask a question ? 

Is this training for enlisted men, or officers, or both / 

Major Fink. For both, sir. 

Mr. Bonner. What is the course comprised of ? 

Colonel Lisasct. If I may interpose, we will cover that in our 
presentation, sir. 

Mr. Brownson. Mr. Chairman, one more question, while the chart 
is in front of us: 

Concerning this breakdown into personnel strengths and operating 
ceiling, officers authorized and actual—how many of those are Medic al 
Corps officers / 

Colonel Lisascr. I am the only Medical Corps officer. MC signifies 
doctor. We wear this insignia. I am the only MC officer here. No 
other in any depot that I know of. 

Mr. Brownson. Thank you very much, Colonel. That certainly 
agrees with the feelings of this subcommittee, as previously expressed 
about the use of medical personnel in military supply. 

Colonel Linascr. To my knowledge there are at present in the 
Army no more than a maximum of five doctors in the Army Medical 
Service supply system. General Hays might have the accurate figures. 


STATEMENT OF MAJ. GEN. SILAS B. HAYS, DEPUTY SURGEON 
GENERAL, UNITED STATES ARMY 


Major General Hays. There are five doctors on duty in supply work, 
plus two in training. 

Mr. Bonner. Out of a total strength of 

Major General Hays. Five thousand five hundred. One per 
thousand. 

Mrs. Harven. Mr. Chairman, could Major Fink please give the 
rank of the officers when he submits that report for the record ? 

Major Fink. I will. I can give you a general idea now. The two 
Army officers are captains: the Navy, a lieutenant, senior grade; the 
warrant officer, Army, W-2, and warrant officer, Air Force, W-1. 

Colonel Lisasct. We will ive that all written out and mailed. 

Mrs. Harnen. Are there any women? 

Colonel Linasct. No women. 

Mrs. Harpven. Thank you. 

Colonel Linasct. Again, I will cover these training courses as we 
unfold the mission. 

On pages 9 and 10 of our brochure we present a chart of the space 
distribution. We have 1,659,000 square feet, which is divided approx- 
imately, 1,000,000 in this building and 500,000 at South Annex. In 
this building we have a combined office- and warehouse-type building, 
which is not ex: actly balanced for our use. We need operating ware- 
house, and we have more office space than we need. It is very fine 
office space, as you can see. 

We have therefore gone out and, as good landlords do, obtained 
tenants, preferably Army personnel, if we could get them. 

We have 117,000 _—_ feet of tenants, most of whom are military. 
We have one civili: radio station KMOX, occupying 35,000 








square feet. They were built into this building, as an integral part 











120 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


of this building, when it was first put up. They have remained here 
and weathered World War II and the succeeding periods, because— 
well, in the first place, they are paying a very good, substantial rental. 
The Engineers doubled their rent last year; these people threatened 
to move out but did not, because it would cost them many hundreds of 
thousands of dollars to do so. They are occupying approximately 
35,000 square feet, for which they are paying approximately $60,000. 
We felt that to convert that space to our needs—it is cut up into sound- 
proof studios—would take a lot of money. We never considered doing 
it, although studies have been made, at the request of people in the 
Bureau of the Budget. So, we have kept these people here. They are 
paying their way. 

The others are Army tenants: Central Dental Laboratory; the 
dispensary ; Headquarters Missouri Military District, occupying four 
floors; and other smaller Army agencies. The building i is 100 percent 
occupied, as far as office space it concerned; 91.5 percent as far as 
warehouse space is concerned. Now, we in the storage business con- 
sider 90 percent as dangerously near the limit. You must have oper- 
ating room and space. During the war, for example, in certain areas 
we couldn’t get one more box in the building until we took one out. 
We are almost at that point now. 


SURPLUS BUILDINGS USED FOR DEPOT ANNEX 


At the South Annex the buildings are RFC surplus, renovated and 
put to our use. The only tenant as such down there is a very small 
amount of the GSA emergency stockpile program of certain critical 
items. 

Mr. Curtis. What was the date of moving into that South Annex? 

Colonel Lisasct. We occupied that officially in October of last 
year. There was 3 or 4 months of construction work which had to 
be done before we moved in. 


COST OF DEPOT OPERATION 


Mr. Warp. Colonel Libasci, before you go on, are you going to 
get into the cost figures of operation pretty soon ? 

Colonel Linasct. Yes; I will develop the cost figures. 

These are our depot missions: First we have a supply mission. 
If you will consult page 13, you can follow me better. There you 
will see a map. 

Mr. Bonner. For the record, if you will read over that former 
page—— 

Colonel Linasct. I will come back to it. 

Page 12 of the booklet has these seven missions. On page 13 the 
map shows the distribution depots which the Army Medical Services 
have now. We now have a branch at Alameda—a branch depot as 
opposed to a general depot where you have five or six consolidated 
services—branch depots at Alameda and St. Louis. 

At Schenectady and Atlanta, medical sections of general depots, 
as the committee undoubtedly knows. The depot at Schenectady 
has a depot distribution area of the First Army and part of the 
Second Army: Atlanta has the Third Army; Alameda the Sixth 
Army. We take the rest of the United States. Fourth, Fifth and 
Second Armies; cover 20 States, shown on page 13. 
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FURNISHES 113 STATIONS DIRECTLY 


The number of stations we actually service vou will see on page 
17: 118 Army and Air Force stations direct, and 352 satellite sta- 
tions. I am sure the committee is familiar with the principle of 
satellites. Five or six little units near a big hospital get their sup- 
plies from that hospital and the hospitals get theirs from us. That 
s the plan of satellites. 


ONE DEPOT FURNISHES TO 47 PERCENT TO ZONE OF INTERIOR 


On page 16 the graph shows we furnish supplies to about 47 per- 
cent of the strength of the zone of the interior. That figure shows 
that our workload on the basis of bed strength. On the basis of 
other things, our workload is bigger. We do 100 percent of the 
maintenance and 100 percent of the training. As far as bed strength 
is concerned, we supply 47 percent of the strength to the Army and 
Air Force of the United States. 

Mr. Bonner. Before you leave that chart, and for the benefit of 
this subcommittee, is there any way you can place on that chart the 
medical depots and the location of other services ? 

Colonel Lipasci. I don’t believe the information is readily avail- 
able to me, 

Mr. Brownson. Would it be availoble as an overlay. This subeom- 
mittee is making a study of these problems. 

Colonel Limasct. I know the Navy has a medical depot at Edge- 
water and one at San Francisco. 

Major General Hays. Also at Mechanicsburg, Pa.; Clearfield, Utah ; 
and Spokane, Wash., which are back-up depots for the Navy. 

Colonel Lisasct. We will do exactly as suggested, Mr. Brownson. 
We will make an overlay which you can fit right on there. We will 
get that information from Washington. Captain Peters will take 
care of it. 

(Norr.—It was later decided that the overlay if desired should be 
obtained from the Navy.) 

This distribution mission—our Medical Supply Catalog is a joint 
Army, Navy, and Air Force catalog which lists eight or nine thousand 
items. We don’t store every one of these items at every depot. It 
would be uneconomical. For instance, X-ray machines, worth $25,000 
to $30,000 each; it would not be feasible to have and disperse a bal- 
anced supply of these X-ray machines at each depot. Some things, 
such as biologicals, which become outdated—very expensive items, 
or which require special handling—we keep in one central depot. 
They are called key items. This depot becomes the key depot for 
items that require special handling or slow-moving items, and so 
forth. “Bread and butter” items are readily available in all medical 
depots; big items only in one place. This will save wastage due to 
dispersal. This principle of keyg items is a very important prin- 
ciple in medical depots. 

Now, that is our supply mission, without going into details. The 
booklet will show you what we have; the booklet covers it in quite 
some detail. 
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EQUIPMENT MAINTENACE SHOP 


Our next mission is the maintenance mission, if you will look 
page 19 and the following page. We repair and rehabilitate all types 
of medical equipment of the Army and Air Force in the zone of the 
interior. This repair and rehabilitation program has been going on 
since 1945. In 1947, when I came here, there was a half-million 
square-foot stockpile of material that had been returned from over 
seas and from medical installations all-over the United States and 
just dumped in here. We took that material, gave it a very careful! 
survey, and divided it into two parts: (1) reparable and (2) non 
reparable, which we cannibalized and sold for scrap. The reparable 
stuff we gradually repaired, and put back into stock as assets. Page 
21 is designed to show what this amounted to. 

Since 1949 we have re paired and put back into stock $15.5 millio: 
of equipment, at a total cost to us of $2.5 million. This program is 
practically completed. Our present maintenance mission consists of 
repair of items that are sent in to us by stations. If feasible, we send 
the station a new item, the old one we repair and put back into stock 

We have a shop employing approximately a hundred civilians; it i. 
the only shop of its kind in e existence. We are a rete to repair any 
piece of medical equipment. We keep very careful cost figures o1 
that, and are able to quote not only month by month, but item by item 
Each month we analyze to determine if it is a paying proposition t: 
repair, say, 50 anesthesia machines. If the cost. is more than 50 per 
cent, or if it is uneconomical, we sell them—will not repair them. 


DEPOT MANUFACTURES SPECTACLES (See pp. 197-203) 


Pages 22, 23, and 24 cover our manufacturing mission. Page 2», 
our only manufacturing mission, is spectacles. We have a program 
whereby we furnish spectacles for the entire zone of the interior, except 
on the west coast; that is, for the Army and Air Force. Three hun 
dred and fifteen thousand pairs were manuf: actured last year; 53 per 
cent take 1 to 2 days to manufacture, 32 percent 3 to 4 days, and 15 
percent 5to7 days. That isin depot time. We have speci: al handling 
of orders for trainees. Trainees need spectacles the first week in the 
Army. They are trained in rifle shooting their fourth week. The; 
need them their first weeks. We handle these specially. 

Mr. Bonner. Your facility for making and supplying spectacles— 
could you do that for the entire Government ¢ 

Colonel Limasci. The answer, of course, is “Yes,” because all wi 
would have to do is expand the existing facilities and missions. How 
ever, it is highly questionable as to whether it would be advisable oi 
not to put all your eggs in one basket. I certainly would not. Until 
recently, we were handling all the load for the entire United State 
Army and Air Force. The people in the Surgeon General’s office saw 
that wasn’t too good a situation. We are gradually, now, breaking 
this up. We put a shop in Alameda, and I understand things are 
under way to have another shop on the east coast. It would be ver 
simple, you see, Mr. Bonner; our optical shop does not occupy much 
space. 

We have some interesting cost figures on page 24. 
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Mr. Bonner. The overhead management say it isn’t advisable to 
do it—the overhead management of this installation? Do they super- 
vise these subinstallations that t you have established / 

Colonel Lisascr. They are independent. 

Mr. Bonner. You say it is not advisable? 

Colonel Lipascr. Because an enemy attack would knock out every 
source of supply of spectacles. 

Mr. Bonner. That is what this committee wants to know. 

Colonel Linasct. From the viewpoint of economy it would proba- 
bly be best. Another factor, these men are examined by doctors at 
stations and found to need spectacles. Their prescriptions are mailed 
tous. We have an order of priority for these prescriptions. In 2 or 3 
days these glasses are made and consolidated and mailed to the sta- 
tion. Now, were the enemy to concentrate on this one place they could 
readily knock it out in one attack. Even a fire in the building—and 
we might have a fire—could do that. Then nobody in the Army or 
Air Force would have any spectacles. The Surgeon General’s office 
has seen that, and is gradually dispersing the activity. 

We are anxious to show the cost of this operation, because any man- 
ufacturing mission that the Armed Forces go into should be justified. 
On page 24 we have a breakdown of figures; I would say we saved 
the Government last year, let’s see, $540,000—Oh, I would say about a 
half-million dollars. 

These figures are ironclad, and will bear any sort of close and search- 
ing ser utiny. They include everything—custodial and janitorial serv- 
ice, cost of light, electricity, all utilities, depreciation of equipment, 
amortization of rental of space. The civilian prices are quotations 
given to us by the American Optical Co., which is the largest com- 
mercial house of this kind in the world who supply spectacles, frames, 
and lenses. 

I think we can save the Government a lot of money, and in addition 
we give 2- or 3-day service. Even if money were not involved, if it 
were not cheaper, we would still almost have to do it, because (1) we 
give 2 or 3 days’ service. We must have that. A man comes into camp 
tod: ay and is going overseas in 2 or 3 weeks; he must have spectacles, 
and without lowering standards. (2) We must have a fac ility of this 
kind for training a nucleus for manning units overseas to be used 
during both peacetime and wartime. In peacetime we have, as you 
know, stations w idespread. In the Pacific, during the war, we used 
little mobile units. One or two men can supply thousands of men 
with spectacles. We train these men in the use of military equipment. 

In my production shop, I have all automatic equipment. In school, 
we are using the type of machinery a man has to use in the field— 
the kind you turn by hand, and so forth. 

I know in the past this subcommittee has very carefully scrutizined 
any manufacturing missions of the armed services. 

That is the justific ation of our being in the manufacturing business. 
I did want to take some time to brief you, because such a committee 
would be greatly interested in this procedure. 

Mr. Brownson. What is your normal inventory, in connection with 
your optical manufacturing operations—raw materials, parts, spec 
tacle frames, and so forth ? 

Colonel Lasasct. In money? Colonel Carter, do we have that 
figure? Colonel Carter is the chief of my optical shop, and is a 
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graduate doctor of optometry. | I doubt very much whether we have 
that inventory figure in exact monetary v alue: however, the normal 
manufacturing shop inventor Vv ap proxim: ites SLOO,000, 

Mr. Brownson. You try to bre ak your figures down and compare 
to civilian type of operation as you do on the chart; you have the 
matter of investment and inventory and several other factors to con 
sider to make an especially tight compar ison. 

Colonel Linascr. We can give it to you in days of supply. Ou 
production rate last vear was 1,000 per each working day, and counting 
20 working days a month, although we have ground 30,000 a month. 

Mr. Brownson. You must have a general level at which your inven- 
tory roughs off here. Do y ou have $20,000 worth invested, or $100,000 # 

Colonel Lisascrt. At depot level our inventories are kept itemwise ; 
we do not keep a moneywise inventory or anything at depot level. 

Mr. Brownson. I am not talking about the depot; I am talking 
about your optical manufacturing operation. 

Colonel Lrasct. Those figures are available. We do not keep them 
all. Tecan tell you our objective, and that is so many days’ supply, 
and we do compute our requirements from that objective and, fron 
past experience, and go out and buy what we need. 

Mr. Warp. Do you have good inventory control without having a 
monetary control ¢ 

Colonel Linascr. We have it on everything else. 

Mr. Warp. But would you say it is good not having monetary 
control ? 

Colonel Limascr. It doesn’t make much difference to the depot com 
mander. All I am interested in is that I have the stock here in the 
proper quantity and proper amounts, and suitably dispersed according 
to directives put out by higher authority. 

They say I should have a 6-month Z vel. 

Mr. Warp. What I mean, Colonel: Can you have good stock control 
by merely having item control, or “Wh you also need monetary control / 

Colonel Lirsasct. In this instance of the spectacles, this happens to 
be one item that we are responsible for the procurement of raw ma 
terial for this item. We buy these lenses ourselves here. We compute 
what we need, and buy the lenses. 

Colonel Carter, do you have any idea at all what one of our contracts 
would amount to in a period of 6 months? 

Lieutenant Colonel Carrer. I don’t have it now, Colonel Libasci, 
but T have it in my office. 

Colonel Lrnasct. We can look those figures up. 

Mr. Brownson. In making a comparison of an operation like this 
with a civilian operation, they have the tax factor which is a big 
factor, and has to be added in. 

Colonel Lisascrt. Of course, the big factor here is the property 
factor. 

Mr. Brownson. That is a cost factor, and you also have an inves' 
ment in inventory, and you are not considering whether you have 
$60,000 inventory or $100,000 inventor vy. 

I want to compliment you, Colonel, on your cost analysis because 
this goes further and includes more items than any other comparison 
I have seen yet in the armed services, because you do inelude the pay 
and allowances of the military personnel, and the depreciation on your 
equipment, which I am very pleased to see included. 
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Colonel Lrascr. I know what you mean. We can get those figures 
for you, but I want to impress you with the fact that we are restricted 
to 6 months’ supply. Six months’ supply would not be a tremendous 
inventory to carry, or 3 months’ supply. There isn’t any tremendous 
inventory here. 

Major General Hays. In addition to the inventory that we carry 
here for his shop, his inventory on these spectacles is also for the over- 
sea shops because he is the key depot for supplying the frames and 
lenses to the oversea shops. 

So that will have to be taken into consideration. 

Mr. Brownson. In that case, the fair thing to do would be to pro- 
rate the depot stocks against the amount of supplies for the oversea 
shops, so we might arrive at a fair inventory factor for this cost 
analysis on the basis of operating the shop that he has here. 

The reason I am so interested in that is because the colonel has gone 
further than any other military installation in analyzing his costs. 

Colonel Linasct. Colonel Carter worked for the American Optical 
Co. for 13 years as manager of one of our bigger shops. He has been 
with the Army since the war. He would like to make a statement as 
to the practice in civilian industry on the question as to how much 
inventory they keep. 


STATEMENT OF LT. COL. C. W. CARTER, CHIEF, OPTICAL DIVISION, 
ST. LOUIS MEDICAL DEPOT 


Lieutenant Colonel Carrer. Mr. Brownson, I think your question 
was What would be our inventory as compared with a civilian-type 
shop. 

Mr. Brownson. That’s right. 

Lieutenant Colonel Carrer. Our inventory is approximately $100,- 
000, and that is ona 30-day level. We requisition from the depot itself 
every 30 days. Now, a civilian laboratory like the American Optical 
Co., which I worked for, carried a 2-month level. They change stocks 
six times a year. So, we are changing a little faster than the civilian 
laboratori‘s. I think that isa question you wanted. 

Colonel Lisasct. We have, incidentally, the largest shop of its kind 
in the world. 

Mr. Curtis. Has the American Optical Co. or anyone in civilian 
industry ever expressed an opinion to you, or have you gotten any 
opinion from them, as to your cost accounting ¢ 

Colonel Lipasct. You mean raise the question as to why we are in 
business ? 

Mr. Curtis. No; I am not thinking of it like that, or in any critical 
sense. Have you ever made a study or ever referred to them for 
study ? 

Colonel Linasct. We pattern all of our production and activities and 
the arrangement of our shop and everything according to the very 
best civilian standards, which Colonel Carter is cognizant of. 

Mr. Curris. I am not talking about your quality of performance ; 
Il am talking about your cost accounting. Whether or not they have 
had the opportunity of looking over your system of cost accounting. 

Colonel Lisasct. No, sir. 


Se 


son . For 1 ae discussion on optical shops see hearings held at Oakland, Calif., Aug. 21, 
jo2, p. 193 
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We have approached civilian companies and asked them for quota- 
tions, and these are the quotations they gave us. We have done that 
time and again. 

Colonel Carter reviews his cost figures quarterly, because that 
question has come up so many times. 

We are always prepared to justify the existence of this activity. 
As far as cost figures are concerned, these figures are prepared 
according to the best standards of cost analysis. 

Mr. Curtis. That is the whole question, Colonel. I have no doubt 
about that. But that is really the very question the subcommittee is 
interested in; that is up to us to determine. 

I agree, I am sure, that you all have done the very best you can, 
to put it that way; but this subcommittee has to go into the details. 

Colonel Lisasci. We have no outside agencies coming in here to 
help us do it. 


STATEMENT OF HON. MELVIN PRICE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Price. Would you place your justification of your spectacle 
department on the basis of cost to the Government or to the Army, 
or on What basis would you put it, forgetting this cost ? 

Colonel Linascr. It is not fair to base it on the basis of cost. The 
Army can beat anyone manufacturing anything, because—what do 
we do? We call in the best civilian people to help us, and then 
we take no profit, but we are not here to compete with civilian 
industry. 

I am sure the Army could make automobiles cheaper than anyone 
else if we took over General Motors. 

Mr. Brownson. I certainly reserve my opinion on that point. The 
experience of this subcommittee has not indicated any such trend. 

Mr. Price. The cost is what we have to look to. 

Colonel Linascr. On the basis of cost alone, there again we should 
not be in any business. 

Mr. Price. What is the main justification for it? 

Colonel Linasct. The main justification is that we must maintain 
a trained nucleus of soldiers and officers so that we can use them 
in wartime in New Guinea, in south Africa, in north Africa, and the 
Philippines, and whatnot, wherever we have to operate out of trucks 
with these mobile units. 

That is the No. 1 basis. 

Secondly is service. We are able to give the service here to the 
soldier in training. A man without spectacles who needs them is 
no good to the Army, and you will lose him for 2 weeks until he 
is fitted with spectacles. We give 1 or 2 days’ service to the man 
in training. 

Mr. Price. On the basis of service, you would consider it justified 
even though it would cost more? 

Coronet Linascn. Quite. 

Major General Hays. May I add one thing to that statement # 

In addition to the training of people to manufacture and repair 
spectacles overseas, it is very important that we have standardized 
spectacles, so that a man overseas who breaks one lens of his spe: 
tacles can get that repaired very simply. If we entered into one 
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contract which might vary from year to year between different manu- 
facturers, we would get many different kinds of spectacles; so, our 
oversea boys would have all different kinds, and the replacement and 
repair overseas would be much more difficult. We standardize on a 
very, very simple type of frame. 

Mr. Curtis. Colonel, I want to ask this question, to be sure I am 
correct on this: 

You do keep your commercial operation here separate from your 
school training and repair? 

Colonel Lirrasct. Yes; we do. Incidentally, I would like to elab- 
orate a little bit in Colonel Carter’s experience. 

He worked for 13 years with the American Optical Co., and his 
job was cost accounting and so forth, and he is using that same 
system here. 

Mr. Curtis. I want to suggest to you—and to partially clarify 
the question of Congressman Price—that, in our going into the details 
of any cost-accounting system of the armed services which it sets 
up, we realize it could be very possible that other factors entirely 
apart from the cost could enter in for consideration, but this subcom- 
mittee, of course, is concerned only with the expenditure factors. 

The policy committee might well decide, even if this subcommittee 
were to come up with this and find that the cost is more, that for 
policy or other reasons you well might absorb it, and then some 
committee sometime might get down into the details and find out 
the cost. 

Colonel Linasct. May I state that at present it has reached my 
knowledge that the Munitions Board has asked that a study be m: ade. 
We are furnishing the necessary data at present to the Surgeon Gen- 
eral to present to the Munitions Board on this manufactur ing mission. 

Mr. Price. Colonel, I am interested in your discussion—is it 1- or 
2-day delivery, or what is your system of delivery 

Colonel Linasct. We mail them out. They are mailed out all over 
the United States. On some types, we mail out glasses in the morn- 
ing; they get them in the afternoon or evening, and we have overnight 
service by mail to neighboring stations, Fort Leonard Wood, and 
places like that, and air mail to others. 

Mr. Price. What about Korea / 

Colonel Linasct. They have their own mobile units there. We 
furnish Korea with the raw material for frames and spectacles, and 
then they have these mobile units. 

Do we have a mobile unit here now ? 

Lieutenant Colonel Carrer. No, sir; it has been shipped out. 

Colonel Lmascr. There is a truck on which is mounted everything 
needed, and we furnish those people with the soldiers and officers to 
man the unit, and the equipment to work with. 

Now, if there are no further questions, the next mission we want to 
cover is the training mission. Page 25 of the brochure shows pictori- 
ally our four types of training mission. 

Mr. Bonner. Before you leave that question, of your inventory 
compared to civilian-type shops, Mr. Brownson asked that such in- 
formation as you can get on the question be inserted in the record at 
this point. 

Mr. Brownson. Colonel, I think in that connection it would be fair 
to note, in arriving at that figure you have over here, where you are 
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running the optical shop, roughly an inventory of $100,000, or a 30-day 
supply, but that you are sitting on top of a depot right here in the 
same building which has a 6- month supply. 

You are sitting on top of a depot right here in the same building 
which has a 6-month supply. 

Colonel Linascr. Which is for the whole world. 

Mr. Brownson. Well, which is for the whole world, servicewise, but 
I do think part of that depot supply has to be considered a part of 
your optical shop, because you are supplying yourself. It is a very 
unique situation, where you can go downstairs and replenish your sup- 
ply. No optical company can do this, and it would be up to you and 
the colonel to decide what you felt should be prorated. 

I think it should be prorated against this shop. I can see how 
they can operate on a 30-day supply le vel, where it takes American 
Opiical Co. 60 days because you are sitting on top of this 6-month 
level, which simplifies , your shop operation, 

Naturally, a fair figure on the basis of your management experience 
would be helpful to us to a great extent. 

Mr. Bonner. Colonel Carter, do you have an observation you care 
to make at this point ¢ 

Lieutenant Colonel Carrer. Mr. Brownson, I understand what you 
are driving at. The civilian laboratories have stock depots the same as 
the Army does, scattered throughout the United States. The nearest 
one here is Chicago. ‘They receive shipments and replacements weekly 
for their short orders, and then they have a 2-week larger shipment 
to them also. 

We are working on a 30-day level here, but we are permitted to work 
on a 60-day level, if we want to. For storage space and so forth, we 
consider a 30-day level suflicient to work on. 

Mr. Brownson. I think that is wonderful, Colonel. 

Lieutenant Colonel Carrer. Thank you very much. 

Colonel Lisascr. On this training mission, we are the sole source of 
training for supply and maintenance both for officers and enlisted 
men, Army, Navy, and Air Force. 

This big course which we give is a course Major Fink heads up in 
medical-equipment maintenance. It is a 10-month course. The of 
ficers and enlisted men start off with basic mechanics, and end up with 
electronics, and learn how to repair and keep in operation this com- 
plicated medical technical equipment. 

The main purpose for training these people is not necessarily to have 
a corps of men walking around with tools, officers, and enlisted men in 
the zone of interior, but the main purpose is preventive maintenance. 
These people are assigned to large hospitals like Fitzsimons and Let 
terman, one or two officers and maybe one or two enlisted men. They 
make sure their expensive equipment is kept at the highest degree of 
maintenance. 

In the old days there was no such service. If an X-ray machine 
broke, we would write to some distant city for a repairman. We 
didn’t have anything to keep it going. In other words, it is a pre 
ventative program. 

Secondly, we want to thoroughly train these officers and enlisted men 
because we want them available in the field in wartime. There is 
nothing more frustrating than to have, say, a 500-bed unit, which 
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have seen in the field, and have two or three X-ray machines to get out 
of repair, and have no one know how to repair them. 

Your average doctor is not a good mechanic. These men are dis- 
persed so that at present we have maintenance in every echelon. We 
have maintenance in our hospitals; we have field maintenance; we. 
have basic maintenance at the big shop here. We are prepared here 
to completely strip any big equipment, and repair it. It is a large 
program, and we are at present graduating Army, Navy, and Air 
Force people. You you will see the school and the set- up this after- 
noon. 

I want to point out that in our officers’ medical-supply course, we 
train officers in depot work. It is sort of a rotating internship type 
of training. We have 15 or 20 men assigned to us, and they are given 
an internship. Some may ask for the overhead for this course; we 
have at present 1 officer and 2 enlisted men as complete overhead for 
a capacity of 25 or 30 officers. 

Mr. Bonner. Let me ask you one question, there. They are not 
doctors ¢ ‘ 

Colonel Linasct. None of these men are doctors 

Mr. Bonner. I want to ask the general a question : 

These men that you train, do they continuously stay in the Medical 
Corps, or do they have a tour of duty in the Infantry and Artillery, or 
some other place ¢ 

Major General Hays. They stay in the Medical Service Corps. 

Mr. Bonner. They are men that wear this insignia [indicating] ? 

Major General Hays. Yes, sir. 

Mr. Bonner. I want this observation in the record, because we have 
found in the Army men who were trained for certain specific duties at 
high cost to Government being sent to an Infantry unit, or some other 
unit very different from that for which the Government spent a lot of 
money training that particular man. 

I just wanted to get this on the record, Colonel. 

Colonel Lisasct. I would like to bring up this point. I would like 
General Hays to comment on it. It is my understanding that we 
each have occupational numbers. Next to my name on my personnel 
card it says: *3500.” 

I cannot be assigned on any duty except 5500, for more than 30 days, 
at any post. 

Colonel Carter has 4891, which is an optical officer. Wherever he 
goes, he must serve as that number. A post commander must report 
any man who is unassigned. 

Mr. Bonner. We understand that; we just wanted to get this in the 
record, 


INDIVIDUAL EQUIPMENT RESERVES 


Mrs. Harven. Colonel, does your preventive maintenance program 
require individual equipment records for costly equipment ¢ 

Colonel Lisasct. In the field ? 

Mrs. Harpen. Yes. 

Colonel Linascr. In our hospitals? 

Major Fink, you’ve been out in the field on liaison trips, would you 
comment ¢ 
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Major Fink. I would say yes, for the most part. I cannot make « 
definite statement, because I have not had too much experience in the 
zone of interior. 

However, in the Far East Command, for the Eighth Army, there 
was kept for each major piece of equipment a medical equipment 
service card, and every time the equipment was serviced, if it were 
only oiled, for instance, a record was made of that. 

Also, on that card was listed the replacement parts that were part 
of that equipment, and the date. 

Colonel Linasct. Do we teach that in the school as part of the 
curriculum ¢ 

Major Frxx. Yes, sir; that is the only way I can answer it. I am 
sure you will find ecards on all expensive ¢ and heavy equipment. 

Mr. Curtis. Who is in charge of maintenance here ? 

Colonel Linascr. Maintenance is one of the missions under my com 
mand. There is just one in my division. You will meet that office: 
this afternoon. 

Mr. Curtis. He would have the answers on these questions that Mrs, 
Harden asked ? 

Colonel Linascr. Yes, sir. 

Mr. Curtis. Will you care to insert that in the record ¢ 

Colonel Linasct. Yes, sir; we will be glad to. 

Mr. Warp. The point is not do you have a record on each piece 
of equipment, but do you have a maintenance record as to when it 
was maintained, or when some replacement was done, or a log for 
extra items of that kind? 

Colonel Linasct. In the field. We will get you the answer. 

Mr. Brownson. In connection with this optical equipment, I under 
stand, or remember, that the Ordnance Department of the Army also 
goes into the optical field somewhat ? 

Colonel Lisascrt. The Ordnance is concerned only with the field 
trucks, vehicles that carry the mobile optical unit. 

Mr. Brownson. I do not mean in connection with your optical 
shop; I mean in connection with the over-all Ordnance program. 

Major General Hays. May I explain that? 

Mr. Brownson. If you would, please, sir. 

Major General Hays. Actually, our use of the word “optical” 
wrong. It should be “ophthalmic,” which covers eyeglasses. 

Ordnance does not enter that field at all. We both deal with the 
science of optics, but ours is the spectacles. They have fire control, 
range finders, binoculars, and so forth. Theirs is a specialized thing. 

Mr. Brownson. Is there any interchange of skills or techniques, 
equipment, for that type of operation between Ordnance and you ? 

Colonel Limasct. Very, very little. They have range finders, bin- 
oculars, and so forth. 

Mr. Brownson. On that I was just wondering if they were running 
a training and maintenance program which parallels part of your pro- 
gram in the same areas at the same time, using a completely different 
set-up. 

Colonel Lisasct. No, sir; I don’t think they do. 

Mr. Brownson. There is not very much carry-over. 

Colonel Lrnascr. No, sir; there is not very much overlap. 

As I say, the details of these training courses are covered in the 
brochure. 
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The next mission is the return matériel mission. There is not 
too much now, but in the postwar days many stations would close 
down, pack up their equipment, and send it here for rehabilitation 
and reissue. 

On page 29 T have a table showing how much of this equipment 
from closed-down stations has been rehabilitated. We have approxi- 
mately 7,000 and an estimated money value of $5 million. You will 
see that operation in our maintenance shop. 

Our reserve mission: that is the mission of restoring here mobiliza- 
tion reserve items. These items that have long procurement lead 
time that are hard to procure. Amounts and types of items are 
selected by the Surgeon General and distributed along the pipelines 
and kept where they \ will be needed in case of mobilization. 

The other part of our reserve mission concerns very small quanti- 
ties of a GSA stockpile in connection with strategic and critical ma- 
terials program. Our last mission, assembly, is a very minor mission. 
Here we assemble certain items of veterinary materials for small 
veterinary kits. 

Those, then, are our missions. 

You may examine on page 34 some of the management tools we use. 
= e have the best of standard business practices which we inherited 

from World War II, when we had the finest of the business brains 
putting up those methods and procedures for us. 

We have the most modern equipment. We have installed new IBM 
accounting machines, the use of incentive programs. We have a very 
helpful suggestion program whereby civilians receive prizes or awards 
for any suggestions which save the Government money. 

We have a very good safety program; a fair-employment board, a 
grievance committee, a post planning board, and so forth. 

Mr. Bonner, that is the extent of my presentation. I would like to 
take you for a tour right now, and end up at lunch time, and then at 
lunch proceed to the South Annex, and take you through there, and 
then over to Jefferson Barracks. 

Mr. Brownson. There is one question I would like to ask: I would 
like to have you comment, if you would be so kind, about your feelings 
in regard to use of revolving funds as a basis for medical supply. 

We heard some testimony from the Secretary and Assistant Secre- 
tary of the Defense Department on that subject. You are here oper- 
ating this large medical-supply warehouse, and I would like to know 
how you feel about that question. 

Colonel Lrnascrt. At my level, at the depot level, very little has 
reached me. I have absolutely no opinion. I have heard very little 
about it. I don’t have enough facts; I don’t know too much about it. 
That isa staff job. It isn’t that I am ducking the question. 

Mr. Brownson. No. I appreciate that. 

Colonel Lrpascr. I don’t know. 

Mr. Brownson. If thoroughly studied, it would have a tremendous 
effect on your operation. 

Colonel Linasct. It would, but it hasn't gone far enough for anyone 
to throw that at me and say how would it affect this depot. I will say 
this: We have had groups here from the Department of Defense, who 
came and studied the effects of the revolving fund on the depot. 
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SINGLE SERVICE MEDICAL SUPPLY DISTRIBUTION 


Mrs. Harpen. Do you think it more economical to have a single 
service storage depot, or not ¢ 

Colonel Lisaset. Do you mean to have what we have now, for the 
Army and Air Force and Navy? 

Mrs. Harpen. Yes. 


STANDARD FORMS AND PROCEDURES REQUIRED FOR SUPPLY UNIFICATION 


Colonel Linasct. Of course, from my standpoint, it is only a mattet 
of size; I could do it for the Navy and for anyone else, if they have 
common procedure and common forms. What it means, [ will have to 
expand a little bit. 

It will not affect the people at depot level. The problem there is not 
whether the depot could do it or should do it, but it is a higher-up prob- 
lem. It can very easily be resolved at depot level. We can handle 
the Navy or Coast Guard or anyone with whom we can work out a 
procedure. If there is some method of working out a complete 
standardization it could be done. 

In other words, I must get a requisition of a standard type. They 
must all be the same. I wouldn’t want a form for the Army, Navy, 
and Air Force. They must all have the same number for their items. 
They must all have standard stock numbers. 

You are asking the question : can we expand a little bit and take care 
of that situation, and the answer is “Yes”; we can expand a little, if 
that answers your question. 


DEPOT COSTS IN MULTISTORY VERSUS SINGLE STORY BUILDINGS 


Mr. Warp. Do your operating costs show any difference between 
Annex Building and this building, as to the cost per ton to handle 4 

Colonel Limascr. Are you referring to the relative difference of 
operating a multistory and single-story building ? 

Mr. Warp. Yes, sir. 

Colonel Linasct. I would like to go over to that blackboard a min- 
ute. I operated a single-story warehouse in the postwar vears, and 
I am now operating a multistory warehouse and a single-story ware- 
house at this depot. The answer to the question is that it is more 
economical and cheaper to operate from a single-story storage-type 
warehouse. 


STORAGE COSTS 10 TO 15 PERCENT LESS IN SINGLE STORY DEPOTS 


The storage cost would be less. How much less? [ tried to arrive 
at a figure for 7 years. I would like to be able to tell you exactly 
how much cheaper, but I can’t. My estimate is 10 to 15 percent 
cheaper in storage operation only. 

Mr. Warp. You would roughly say 10 to 15 percent cheaper to 
operate out of a single-story warehouse? That would mean- 

Colonel Linascr. Fifteen percent of storage costs. They are one- 
third of our total cost. 

Mr. Warp. How much money does that involve on your present 


operations ¢ j 
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COULD SAVE $10,000 MONTHLY 
Colonel Lisascr. The storage costs at present are $100,000 per 
month. Let’s say you would save 10 percent of it a month, that is 
<10,000. The reason is quite obvi lous. The principle of handling sup- 
plies of anything is this: You pic k up something, and drop it, and 
pic k it up again it costs money. The ideal is to take it off the freight 
car and put it on a pallet, or truck, and leave it there don’t take it 
off until it arrives in its place at the warehouse. In a multistory 
hil ling—now, even in the most modern building, I have seen this is 
hot possible. ; 

In a single-story building—you have the railroad track here [illus 
trating |; something comes in, say a carload of beds. Say your ware 
house is here—you spot your car load up here, take it right off the car, 
and into the stack. The same is true when eee them out again. 
Take them off the stack, mark them, put them on a conveyor headed 
for the-car. You save perhaps 10 or 15 percent in operation. 

The building cost is.something else again, in single-story buildings. 
You don’t need pillars. In the multistory type of building—we have 
a million square feet here, but how much consists of obstructions, pil- 
lars, stairways, and elevators? Sixty thousand square feet. In this 
single-type building it woul i run less than 1 percent. So there is a 
difference in cost of construction, difference in cost of operation. 
Many other factors are involved. Look at the maintenance of these 
elevators. I have a million square feet: yet the highest I can stack is 
s feet. In a single-story warehouse, I can stack 18 feet. 

Mr. Curtis. That gets to be a cubic problem there. 

Colonel Linascr. Yes. 

Mr. Warp. That agrees exactly with what Admiral Fox told the 
subcommittee. 

COST OF BUILDING SUITABLE DEPOT 


How long would it take to pay off, if you had the kind of depot 
that would be the most economical to operate—how long would it take 
to pay for itself? Do you want to develop that and give it to the 
subcommittee ¢ 

Colonel Linascr. At $6 per square foot, a million square feet would 
be $6 million. I think that is what we are restricted to by law, $6 per 
square foot. This building would cost $6 million. To develop savings, 
of course, would depend on how much you would put in or out of that 
warehouse in tons. 

Mr. Warp. I know it is difficult. But it does look like an investment, 
on the pasis of your statement. 

Colonel Linascr. There is no question in the world but that it is 
much cheaper to work in a one-story building, and che: aper to build 
equivalent space in one-story buildings, if you don’t build in the center 
of the city. But don’t go out too far where you cannot get civilian 
personnel. 

The one-story warehouse is cheaper to work from, cheaper to oper- 
ate, more suitable in every respect. Take the elevators; we have a 
deferred maintenance project in the Mart Building for elevators 
amounting to a quarter million dollars, 
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Mr. Price. Would it be possible to give us some sort of cost a1 
alysis—take your time—— 

Colonel Lisasct. What did we figure our requirement here would 
be, 2,000,000 square feet? That would be $12 million to construct 

Mr. Warp. General Hays figures they need 2 million square feet 
That would be $12 million, regardless whether single or multiple 
story. 

Colonel Limasct. For our present needs, that is what we need. 

Mr. Warp. You don’t have what you need now? 

Colonel Linasct. No; we are using commercial storage facilities 

Mr. Curtis. Is there any advantage of being in the downtown sec 
tion of St. Louis for a medical supply operation ? 

Colonel Lisascr. There is no advantage, except that we cannot get 
too far away. We have 1,000 civilian employees to consider. 

Mr. Curtis. Of course, actually, from the advantage of parking 
and getting to and from work, it is better to be out. 

Colonel Lrnascr. As long as you don’t go too far. 

Major General Hays. There is one advantage—in connection with 
procurement. you are closer. This depot doesn’t do much procuring, 
but a little. Downtown is handier for procurement. 

Mr. Curtis. Handier for the salesmen of the companies. 

Lieutenant Colonel Wiison. Colonel Libasci, there is another ad 
vantage in the city. 

Colonel Lrsasct. This is Lieutenant Colonel Wilson, our executive 
olticer. 


STATEMENT OF LT. COL. G. H. WILSON, EXECUTIVE OFFICER, 
ST. LOUIS MEDICAL DEPOT 


sueutenant Colonel Witson. There is another advantage. As long 
as we are in the city area, where we are using truck shipments we are 
able to obtain free pick-up and delivery service here. That would not 
be possible if we moved more than 7 or 8 miles. On L. C. L. truck 
shipments, there is a saving there, and it is pretty big. We don’t get 
free service at South Annex, on some of the lines. 

Mr. Curtis. Don’t you have a spur at South Annex ? 

Lieutenant Colonel Witson. Yes, sir; but here in the Midwest we 
do use a lot of truck shipments. 

Mr. Curtis. From that angle, if the Government were the agent, 
then the Government could get the same thing if they went after it. 
‘hey are big enough to get it. 

Colonel Lrsasct. We should be out far enough that the real estate 
would be cheaper, but near enough that people get back and forth to 
work. 

Is there anything else? I would like to take you on a tour of 
the building. 

Mr. Bonner. Since we are discussing this building—is there a 
shortage of office space in St. Louis ? 

Colonel Lisascr. I don’t know. 

Mr. Bonner. You have no idea ? 

Colonel Lipascr. You mean in general? 
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COST OF CONVERTING MART BUILDING TO OFFICE SPACE 


Mr. Bonner. You haven’t heard anything on that, say through civie 
organizations—do you have any idea of the cost to convert this build- 
ing to office space / 

Colonel Lrnasct. Yes, sir; Ido. That problem has been investigated 
by the Department of Defense, and I can quote you the figures. 

Mr. Bonner. Who made the survey for the Department of Defense ? 

Colonel Lisasct. The BOB—Bureau of the a ee that 
the survey be made by the Departme nt of Defense. The survey was 
made by the Chief of the Army Engineers. They have a division engi- 
neer in Omaha. They sent representatives down here to survey this 
building and answer three questions: (1) What is stored in this 
building? (2) How much is warehouse space? And (3) how much 
would it cost to convert this warehouse space ? 

At that time the building was 80 percent occupied; now it is 91./ 
percent. The cost was estimated at $7.50 per square foot to oman 
it, plus $4 for air conditioning, which is an absolute must. The 
reason for this is that this buil ling i is one block square, 330 feet long. 
To put offices here [indicating center of building], even without par- 
titions, would be impractical. It must be air-conditioned. I will 
show you, in the warehouse, what it looks like. People think of air 
conditioning as a luxury, but in this case it is not a luxury; $11.50 
per square foot was the estimate for conversion. 

Mr. Bonner. What is office space in St. Louis estimated » cost? 

Colonel Linascr. I have no knowledge. I have heard $1, $2, $3. 
We are charging KMOX approximately $2 per square foot per ete 

Mr. Bonner. What is the cost for construction ? 

Colonel Limascr. I don’t know. 

That means this figure of $11.50 times 860,000 square feet—it would 
cost about $10 million to convert, using this factor. This factor has 
been attacked as being too high; we don’t know. The engineers did it. 

In our own experience, we have four small areas of warehouse that 
we have converted to office space. The cost would depend partly on 
partitions, how many, and so forth. We converted areas which meant 
putting in ceiling, floor covering, walls, light, heat, electricity, toilet, 
windows, air conditioning ; we have all st: iges of conversion. In one 
area for IBM, we included air conditioning ; we had another without 
air conditioning. The cost ran from $5 a square foot to $16 a square 
foot. 

Mr. Bonner. Are there any further questions by the committee? 
Mr. Price? 

Mr. Price. This is only for my own information. Was that survey 
made at the time they were looking for facilities for moving the 
administration center out of the small-arms plant? 

Colonel Lisascr. No; before. 

Mr. Price. Why were they making that survey ? 

Colonel Limascr. At the request of the Bureau of the Budget. I 
think on the basis that there was a shortage of Federal office space 
in St. Louis. They wanted to assure themselves that this Govern- 
ment facility was being used to its fullest capacity. Mr. Bendetsen 
came up with the recommendation that it be construed as a warehouse 
building as a result of the study, and should not be converted. 














136 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


GOVERNMENT RENTS SPACE EQUIVALENT TO SIZE OF MART BUILDING IN 
ST. LOUIS AREA 


Mr. Warp. The Government rents a million square feet in and 
around this area, which is about the size of this building. 

Mr. Curtis. Mr. Chairman, might I say on this, the St. Louis Cham- 
ber of Commerce has been concerned about that from time to time, 
and, if the committee wishes. I think maybe we will be able to get 
someone to testify on these over-all questions of building cost here 
in this area. 


CONVERSION COSTS IN ST. LOUIS AREA 


Mr. Warp. I think it is hardly fair to ask the colonel to give us 
engineering costs. That isa matter for the Public Buildings Adminis- 
tration or someone else. 

I think it should be gone into on a very objective basis as to what 
the cost would be. 

Mr. Price. I have always found Army engineer surveys to be much 
lower than the actual cost in this area. PBA gave figures that varied 
greatly from that. 

Colonel Lisascr. Mr. Ward, I have actual figures. We went out and 
got contractors who converted parts of the warehouse. I know what 
it costs. I want to show you those places. When we go through the 
building, I want to show you the areas we have converted. 

Mr. Bonner. When the Army finance center moved out, were they 
renting space, or was it Government-owned space ¢ 

Mr. Brownson. That was the small arms ordnance plant. It was 
a surplus war plant taken over by the Government at the end of the 
war, and has now been reactivated. A United States defense corpora- 
tion is operating there now. That is why they moved out. 

Mr. Warp. What was the size of the conversion you made? How 
many square feet of space ? 

Colonel Limascr. 4.300 square feet. This is what we did: 75 lineal 
feet of partition—floor, ceiling, and lights. Additional radiators, 
dark room, and approximately 1,200 square feet of ceiling with acous- 
tical tile; $5.52 per square foot was the cost of converting the area. 

Mr. Bonner. Was that done by contract after bids? 

Colonel Linascrt. Government contract; yes, sir. 

Mr. Curtis. What year was that? 

Colonel Linascr. Last year. 

Here is another area. Larger; 5,600 square feet, including 140 
lineal feet of partition, floor, lights, additional radiators, a small 
amount of air conditioning, and painting; cost, $4.50 per square foot. 

Mr. Curris. What year was that? 

Colonel Limascr. All figures are within the last 12 months. Then, 
here is another area: 6,400 square feet. This included 316 lineal feet 
of partitioning—floor, ceiling, painting, toilet room, air condition- 
ing—$7.58 per square foot. 

Major General Hays. That, by the way, was 2 years ago. 

Mr. Warp. I might say, Mr. Curtis, that some of the difference be- 
tween these figures and can be attributed to the size of the job and to 
air-conditioning. Public Buildings Services converted the Rand- 
MeNally Building (510,000 square feet) in Chicago, Tll., from factory 
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and warehouse space for $4.01 per square foot. = the Loeser Build- 
ing in Brooklyn, N. Y. (262,557 square feet), a cost of $5.18 per 
square foot. These figures do not include air ra (See St. 
Louis Exhibit 2, p. 154.) 

Colonel Lisascit. Now, we have another area, of 4,800 square feet. 
This included 440 lineal feet of partition. Floor covering, ceiling, 
wall tile—this was laboratory—air conditioning, special installation 
of equipment, and paint. No toilets. $16.74 per square foot. 

Mr. Bonner. That was by contract ? 

Colonel Lisascr. All by contract, low bid. We find, of course, like 
everyone else does, the cost grows as you get in the bids. I will show 
you these areas. I don’t think there - much discrepancy, Mr. Ward, 
in your $5 figure; if you add the $4.50 air conditioning, it comes out 
89.50, 

Mr. Price. When you put it out on bids, it all depends on how much 
work there is in the area at the time—for the contractors—and whether 
they have a lot of work. They do not bid high if they are looking for 
work. 

Mr. Bonner. One more question: If the warehouses were con- 
structed in the suburbs of St. Louis, and according to the estimated 
additional cost in operating your facility in this building, how long 
would it take to amortize the construction of the warehouse cost? 

Colonel Lisasct. That is the question Mr. Ward asked of me—— 

Mr. Bonner. Didn’t you say it cost about 15 percent more to operate 
in this building than in a single-story-type building in the suburbs? 

Colonel Lisasct. That is right; 15 percent of storage costs only, 
which are one-third of the total costs. 

Mr. Bonner. In 10 years you would amortize the cost of the build- 
ing. 

Colonel Lisascr. That is not on the gross. We can save 10 to 15 per- 
cent on storage cost only, and the storage costs are one-third. So 
really, it w ould be about 3 percent of my gross cost. 

Mr. Bonner. Storage is one-third of the total operation? 

Colonel Lrnascr. In- money value, we can save 10 percent of one- 
third. 

Any further questions? Now we are ready for the sightseeing tour. 

Mr., Bonner. Colonel, and the members of your staff, and General 
Hays, on behalf of the subcommittee, I wish to thank you for this 
presentation here this morning, and we are looking forward to a tour 
of the installation. 

(Whereupon, at 10:50 a. m., the subcommittee recessed. ) 

(St. Louis exhibit 1 follows:) 





St. Lovis Exuisit 1 


Str. Louis MEpIcAL Depot ORGANIZATION 
History 


The St. Louis Medical Depot was established in 1906 in the downtown section 
of St. Louis. Fourteen years later it was moved to the site of the old St. Louis 
Arsenal which is located in the south river-front section of the city. Here it 
became a medical section of the general intermediate depot. 

In 1927 the post was designated the St. Louis Medical Depot and it continued 
as such until 1941 when the Government purchased the St. Louis Mart Building 
located at Twelfth and Spruce Streets, for a price of $2,750,000. Building No. 40 
(which is the Army name for the 20-story Mart Building) became the principal 
administrative headquarters and storage area of the depot. The installation 
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at the arsenal location was designated the Arsenal Reservation of the St. Louis 
Medical Depot and served as a maintenance shop and storage area. 

The buildings and land located at 8900 South Broadway and owned by the 
Reconstruction Finance Corporation were rehabilitated and transferred to the 
Department of the Army during the year 1951. This after rehabilitation is now 
designated the South Annex St. Louis Medical Depot. 

In 1952 the arsenal reservation was officially transferred to the Department 
oi the Air Force after 126 years of occupancy by the Army. 

This loss of one type of building and space and the acquisition of an altogether 
different type required a reassignment of activities to fit the space acquired 
Some of the activities located at the Mart Building were sent to 8900 South 
Broadway whereas other appropriate activities from the arsenal were sent to 
Twelfth and Spruce Streets to achieve maximum utilization of space and per 
sonnel, 

At the 1952 evaluation of the real estate it was determined that the property 
at Twelfth and Spruce Streets had increased in value to $10,542,139. The prop 
erty at the South Annex is considered worth $2,485,558. This valuation does 
not include the furnishings or medical supplies stored therein. 

At present, therefore, the St. Louis Medical Depot consists of the Mart Build 
ing at Twelfth and Spruce Streets and the South Annex at 8900 South Broad 
way. 

General 

The St. Louis Medical Depot is one of the three branch depots of the Army) 
Medical Service located in the United States. A branch depot is a supply estab 
lishment designated by the Director of Logistics, which normally handles the 
supplies of one technical service only. As a branch depot the responsibility for 
the supervision of all housekeeping functions such as utilities, transportation 
security, etc., is that of the Army Medical Service. Technically trained personne 
and funds to provide these services are supplied by the area Army commander i! 
which the branch depot is located. 

The St. Louis Medical Depot is a distribution type depot. A distribution mis 
sion includes the responsibility for supply of items suitable for dispersed storag: 
to requisitioners located within an assigned geographical area. Factors influenc 
ing the selection of items to be distributed under this type mission are plentifu 
supply, no special storage or handling methods required, frequent recurring 
demand, etc. 

A key mission has also been assigned to this depot. This includes the responsi 
bility for the supply of items not appropriate for storage at multiple points, to 
requisitioners located within an extensive geographical area. Factors influencing 
the selection of items to be distributed under this type of mission are short supply, 
special storage or handling requirements, infrequency of demand, ete. 

Along with the missions referred to above, St. Louis Medical Depot has other 
important missions which will be described in detail, such as assembly, mainte 
nance, manufacturing, procurement and inspection, returned matériel, and 
training. 
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Personnel strengths and operating ceilings, June 30, 1952 


Officers Civilians Enlisted men 
A oe Actual 2 Actual | A eae Actual 
Supply (TSl 26 
1g 
34 34 699 686 ; 3 3 
Fifth Army (ASI 3 3 220, 211 0 0 
Base maintenance shop 6 sf ; = 
14 
12 , 10 89 89 0 0 
Optical shop 2 5 2 31 28 69 69 
Medical Technical Maintenance Divi- . = : 
“ 1 1 
10 10 16 14 28 | ll 
Total 64 59 ; 1,055 1, 028 100 83 


Training courses 





6. Training (students) 
(a) Armed services 6 4) | 
Medical equipment 13 1 | 
Maintenance course 33 
41 
13 l 
(b) Officers medical supply course 3 
me | 
4 
(c) Opticians course... 17 
14 ‘11 


I1USAF 
2 Navy 
> Chinese Nationalist Army 
‘ Chinese Nationalist Navy 
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Total space at St. Louis medical depot 
1,569,824 square feet, July 31, 1952 


Square feet 


St. Louis medical depot___-__--- — poe eal - _. 1, 506, 618 


Gross storage 1, 257, 000 
Gross nonstorage space as follows_- 249, 618 
sachelor officers quarters__--- 5, OOO 
Duplicating plant Ee ce 6, 000 
Enlisted men’s barracks___- i. itll 19, 518 


Maintenance shop division ° 65, 530 
Motor pool ae = i \ 41, 768 
Officers’ mess___- : 2 6, 400 
Recreation facilities . ; 5, 600 
Offices ‘ 61, 276 
es a a | 5, 200 
Post restaurants: 

Building 40 amatl : we . 9, 800 

South Annex =” = 2, 543 
Repairs and utilities shops_-_- ‘ : 20, 983 





Tenants . m j ee ig ee Oe 1538, 206 
Army Audit Agency : ceaal 2, 400 
Army Medical Laboratory | 16, 000 
Auditor General, U. S. Air Force : : ; 2, OOO 
Central dental laboratory 5, 200 
Commercial warehouse field office Bases : 1, 000 
Dispensary - : ‘ 14, 340 
KMOX-Columbia Broadeasting System_- i 35, 099 
Medical Technical Maintenance Division . 82, 860 
Organized Reserve Corps and Missouri Military District a 40, 257 
Signal Corps Supply Sim 250 
Strategic and critical storage for General Services Administration 3, 000 
Volunteer Air Reserve ee eee eee aaa S800 


Operating funds and their source 


Funds for the operation ef St. Louis Medical Depot fall into two broad cate- 
gories, those which are consumed directly in the accomplishment of the prescribed 
mission of the depot and those which are consumed in housekeeping operations 
incidental to the accomplishment of the mission. 

The bulk of our expenditures are for things like the purchase, maintenance 
and repair, and transportation of medical supplies and equipment and for payroll 
and operating supplies necessary in order to buy, maintain, repair, and transport 
them. These funds are supplied by the Surgeon General in accordance with 
budgets prepared in advance on the basis of past experience and known plans or 
modifications in workload for the projected period. With some minor exceptions, 
budgeting for these funds is done by the depot. A few programs, however, are not 
known to depot personnel, and budgeting for these purposes is done at a higher 
level. These are things like reserve activities, foreign aid, and some Air Force 
programs. 

Housekeeping funds for such purposes as repair and maintenance of buildings, 
security guards, fuel, wire communications, laundry service, motor pool opera 
tion, and some others, reach St. Louis Medical Depot through the commanding 
general, Fifth Army. Budgeting for these funds is initiated in the depot on the 
“hasis of rrojected workload for eac': of the various items. The commanding 
general, Fifth Army, prescribes the form of and receives and consolidates these 
budgets with those of other stations, as a part of the Fifth Army budget. It is 
on this basis that the Army funding program is established and on the basis of 
the Army funding program that funds are allotted to St. Louis Medical Depot. 
Small amounts of money for specific purposes within this category are also pro- 
vided by other agencies, usually as the occasion arises, for the reason that budget- 
ing and fiscal planning can best be done at a higher level of command. Funds for 
motor vehicle and materials handling equipment spare parts, repair of furniture 
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and other quartermaster equipment, stationery and office supplies are obtained by 
this method. 1 

In addition to those funds which are consumed directly either in connection 
with our mission or for depot housekeeping needs, St. Louis Medical Depot acts 
as a fiscal agent for stations in its distribution area insofar as their expenditures 
for medical supplies and equipment items are concerned. As such, the depot 
receives, distributes, supervises the expenditure of, and accounts for, funds which 
are actually consumed in the medical supply activities at the stations. 


ST. LOUIS MEDICAL DEPOT GENERAL Df STR; BUTTON AREA 





* NEW ORLEANS PORT OF EMEARKATICN NOT INCLUDED 


MISSION 


Supply 

The primary mission of the St. Louis Medical Depot is the distribution of all 
classes of medical supplies and equipment to the Army and Air Force 

In the interests of economy all classes of medical supplies and equipment are 
not distributed from each of the medical depots. It would be uneconomical to 
store expensive items, slow moving items, items with short expiration dates, and 
items requiring special handling in each depot. Such dispersal would be wasteful, 
Control from one depot avoids waste. 

Items of this nature are designated key items. These are distributed (stored 
and issued) from one point only, the St. Louis Medical Depot. Such items are 
X-ray machines, biologicals requiring refrigerated warehouses, optical lenses, 
teeth, certain technical equipment, ete. 

The St. Louis Medical Depot therefore has a dual supply mission; (1) distri- 
bution of ordinary routine medical supplies and equipment to stations within 
its geographical distribution area (see map) and (2) distribution of key items 
to the entire Army and Air Force in both the zone of interior and overseas. 
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The distribution area for ordinary routine (nonkey) items includes the follow 
States: 


ing 

Fifth Army: 
Michigan 
Wisconsin 
Illinois 


Fourth Army: 
Oklahoma 
Arkansas 
New Mexico 


Indiana Texas 

Minnesota Louisiana 

lowa (except New Orleans port of ew 
Missouri barkation ) 

Kansas Second Army: 

Nebraska Ohio 

South Dakota Kentucky 


North Dakota 
Colorado 
Wyoming 


In addition to serving 113 major installations in these areas there are also 
350 satellite stations. These major installations submit their requisitions for 
medical supplies on a bimonthly basis and each has assigned a requisitioning date 
to insure the flow of requisitions into the St. Louis Medical Depot at a scheduled 
uniform rate. This schedule does not prevent the stations from submitting 
special or emergency requisitions when necessary. A record of all unscheduled 
requisitioning is maintained by stations and if it appears that the unscheduled 
requests are above average it is discussed when the liaison officer from this 
depot visits the station involved. 

The distribution of key items follows a different pattern than that of the 
routine items. Army and Air Force stations not located in the St. Louis Med 
ical Depot distribution area requisition direct from the St. Louis Medical Depot 
for some items such as biologicals whereas requisitions for items such as X-ray 
equipment are channeled through the distribution depot in their own Army area 
for editing and thence to St. Louis. 

Liaison visits are made at least every 90 days to each station within the dis 
tribution area with the object of reviewing the station inventory and the suppl) 
records of the station supply officer. This review determines if the station is 
complying with all instructions outlined in the medical supply information letters 
issued by the St. Louis Medical Depot. The liaison officer is empowered to make 
on-the-spot recommendations to the commanding officer as to the return or trans 
fer of property in the event the stock appears excessive to the needs of the station 

To illustrate the extent of the supply distribution mission attention is directed 
to the average of 1,573 tons of medical supplies shipped each month to Army 
and Air Force stations. This figure is based on the monthly average of the 
period from January to June 1952. During this same period an average of 
75,425 line items were shipped. The above two figures mentioned represent an 
average of 46,090 packages shipped every month of this period. 


Evaluation of St. Louis Medical Depot Stock (tons) 


1. On hand as of the end of fiscal year 1952 i ; 27, O47 
2. On hand Air Force ; Le i 8, 385 
3. On hand Navy é bene 
#4. On hand Army aid a8 apt LS, 66 
Less: Stocks for the following specific elements and programs 
which cannot be equated with previous issues 
5. Mobilization reserve : ees 4 12, 706 
6. Foreign aid and other nonapplicable assets (nonrepairable, surplus, 
salvage) ; ‘ ; So init tales abehterechhinteach 521 
7 Approved operational projects and planned unit augmentation of the 
Army a mn —_ whl Liss A atik clas alee 196 
8. Total tons to be deducted Duce Saba i Scbdonn dente S88 


9. Tons remaining for comparison with past issues__ 


10. 
11, 


Projected monthly issues tlie bias Soba ht dls cabihcahtes as, dpi we 
Number of months stock on hand (line 9+line 10)_____-____-_ . . 5.9 
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ONE HUNDRED THIRTEEN 
MAJOR INSTALLATIONS SERVED BY ST. LOWS MEDICAL DEPOT. 


© ARMY 
* AIR FORCE 
* 350 SATELLITE STATIONS NOT SHOWN 





Maintenance 

The mission of the Maintenance Division is the repair and rehabilitation of 
all types of medical equipment of the Army and Air Force in the zone of the 
interior. Specifically, this includes operating a maintenance shop with facilities 
capable of doing practically any major repair of any piece of medical equipment 
used by the Army and Air Force. (See statement of repair costs.) The per- 
sonnel of the shop, for the most part, are civilians who are supervised by military 
officer technicians. These officers have received specialized schooling and train- 
ing for this type work. The most modern and accepted business practices of 
production at low cost are employed at the shop and the personnel maintain 
close contact with private industry to keep informed on all new repair methods 

In addition to operating this shop, depot liaison personnel are sent on inspec- 
tion and repair trips every 6 months or less, to all Army and Air Force stations 
within the depot’s distribution area. (See map.) These technicians inspect 
all the technical medical equipment in the hospitals to see that it is being oper- 
ated and maintained carefully. In the event repairs are needed they are made 
to the extent of the technician’s tools and spare parts on hand. In the event 
repairs are needed beyond the capabilities of the repair materials carried by 
these liaison officers recommendations are made by them as to the proper method 
of obtaining new equipment. Technical advice is given on methods of packing 
and crating the equipment in need of repair so that it will not be further damaged 
en route to the repair shop. 





gm i 
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Vaintenance Shop Division—Value of medical equipment repaired and repair 


costs, 1949-52 











Total value Total value 
equip otal repair equip- Total repair 
ment cost ent st 
repaired r sired 
{ 451 
May $314, 684. 89 ) nua $554, 241.7 $87, 8 2 
tune 241, 536. 49 1 February 838 40, 626, 88 
July 259, 944. 69 14 March 804, 180. 78 95, 004. 29 
August , + 4 April RA, f 0 128, 630. 16 
September 262, 344 $4 M ay 681, 935, 12 118, 406. 78 
October 200, 970. 87 27 un 484, 758.7 96, 097.61 
November 14, 426 Tul 196, 512.0 0, 195, 11 
December 208, 417. 68 27 27 August 1, 348. 44 92, 100. 83 
Sept ber 26, 164. 81 67, 581. 68 
January 250, 425. 63 3 519, 82 October 36, & 79 42 349. 20 
February 18, 025. 14 23, 600. 99 November 172 R. 45 17. 980. 82 
March 5 Oi). 78 $3. 709. 04 Decembe 286, 866, 65 $3, 858 
April ; 68, 89 1952 
May » 44 &, O89. 10 January 565, 491. 75 120. 704. 94 
Tune 241. 618. 46 39, 840. YO February 471, 527. 3¢€ BR 472. 47 
July 70, 877. 46 79, 092. O1 March $60, O82. 37 66, GOD. 36 
153, 796. 30 74, 102. 66 April $29, 4 15 60, 946. 43 
549, 320. 27 86, 713.79 May 1, 844. Lf 49, 559. 63 
671, 508, 82 79, 358. 69 June 156. 06 38 AGO. O83 
531, 143. Sé 71, 22 9 
54, 246. 53 9, 133. 33 Total 15,653,759.31 2, 411, 695. 50 





YVanufact uring 


The optical shop manufactures spectacles for all Army and Air Force per- 
sonnel located in the zone of the interior with the exception of the Sixth Army 
area, Spectacles are also manufactured for all Army and Air Force per- 
sonnel located in Puerto Rico and Newfoundland. The shop fabricates for all 
overseas commands spectacles that are beyond the capabilities of their equip 
ment and stock. 

The personnel of the shop consist of civilian and military enlisted opticians 
with technical and administrative supervision being accomplished by trained 
technical officer personnel. The military personnel have all received either 
formal training in optics at the opticians course located here or were opticians 
prior to serving in the Army. 

As with the maintenance shop, every effort is directed toward modern produc- 
tion methods at the lowest cost possible. (See cost comparison.) Close liaison 
is maintained with private industry who have been most cooperative in making 
studies of machinery lay-out and methods to permit the shop to achieve maximum 
production with a minimum of equipment and manpower. 

The average fabricating time for spectacles made at the optical shop is as 
follows: 


All orders: POR or trainee orders 
53 percent fabricated in 1 to 2 days 77 percent fabricated in 1 to 2 days 
32 percent fabricated in 3 to 4 days 14 percent fabricated in 3 to 4 days 
15 percent fabricated in 5 to 7 days 9 percent fabricated in 5 to 6 days 


Constant liaison is maintained with all Army and Air Force stations to render 
the best possible service consistent with good workmanship. 
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Cost differential between commercial quotation given by the American Optical 
Co. and actual Government cost per pair of spectacles, based upon 305,511 pairs 
of spectacles fabricated by the St. Louis Medical Depot during the year 1951 


Price quotation given by) Actual Government 


eons Amount American Optical Co cost og 
yi fabricated ays 
Per pair Potal Per pair Total 

Single vision lenses with gold- 

filled frame and case 186, 362 $4. 96 $924, 355. 52 $3.14 $585,176.68 | $339,178. S4 
Single vision lenses with zylo- 

nite frame and case 103, 874 4.04 419, 650. 96 2.48 | 257, 607. 52 162, 043. 44 
Bifocals with gold-filled frame 

and case 9, 165 6. 52 59, 755. 80 3.91 35, 835. 15 23, 920. 6 
Bifocals with zylonite frame and 

case 6, 110 5. 60 34, 216.00 3.15 19, 246. 50 14, 969. 5 

rotal 305, 511 1, 437, 978. 28 |_. 897, 865. 85 540, 112.4 


Includes: Pay of civilians; pay and allowances of military personnel; utilities; cost of space; custodia 
services; depreciation of equipment; supplies and equipment consumed 


Training 

The officers medical supply course is one of the many training missions assigned 
the St. Louis Medical Depot. This course is for officer personnel only of the 
Army and Air Force and is administered by the Army. Its length is 10 weeks 
and it can accommodate 20 officers. The yearly capacity is approximately sO 
The course is presented as an on-the-job basis and is intended to provide the 
student officer with a basic background in depot functions that will assist him 
in any medical-supply assignment he may receive. 

The armed services medical equipment maintenance course (S-OE-11) pre 
sented here at the depot is for both officers and enlisted men of the Army, Navy, 
and Air Force. The course is administered by the Army with technical super 
vision emanating from the Armed Services Medical Procurement Agency. Mili 
tary instructor personnel are members of the three armed services mentioned 
and are provided through the Armed Services Medical Procurement Agency, as 
are the civilian instructors used. The course is of 40 weeks duration and a 
new class of 15 pupils is started every 4 weeks. This arrangement makes pos 
sible the graduating of approximately 180 students per year. The course is 
intended to present to the student the methods and reasons for proper preventive 
maintenance and care of technical medical equipment. Upon completion of the 
course the student is potentially capable of repairing any piece of medical equip 
ment used by the armed services provided necessary parts and repair equipment 
are available. 

The opticians course (S-OE-12) given here is for both officers and_ enliste: 
men of the Army and Air Force. It is administered and supervised by the 
Army. Instructor personnel are military members of the Army. The course 
is of 24 weeks duration with a graduating capacity of SO students per yea! 
Instructions consist of approximately 6 weeks didactic training and the re 
mainder is practical application. Students are trained to use every type o 
optical equipment used in the zone of the interior and in a field unit, 

There is to be initiated in October 1952 a basic medical equipment maintenance 
course for Army enlisted men only. It is to be administered and supervise 
by the Army and is intended to be a 16-week course with a new One starting 
every 10 weeks, graduating approximately 100 students per year. This course 
is intended to impart a basic knowledge of medical equipment concerning pre 
ventive maintenance and care. This is on a much lower level of training than 
is given in the armed services medical equipment maintenance course (S-Ok-11) 
It is intended that these men when in the field will know how to pack, unpack, 
and set up medical technical field equ pment. 

The depot also provides training facilities for the unit training of various 
optical and maintenance detachments. These detachments are tactical units 
designed to operate under combat conditions. During their unit training here 
they are given training in the Optical and Maintenance Shops. Technical super 
vision by depot Army personnel is given them in their training when the units 
are operating out of their mobile shops. 
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Returns 

The returns mission of this depot is to receive, inspect, and store all St. Louis 
Medical Depot key items of excess medical equipment returned from all Army 
and Air Force stations located in the zone of the interior and from all overseas 
commands. 

In addition all classes of excess medical supplies returned from Army and Air 
Force stations in the depot distribution area are similarly prepared for reissue 
with the exception of items that are keyed to other installations. 

Shipments of excess stocks from Army and Air Force stations are tallied in 
and classified. Original packages are spot checked and stocked for reissue unless 
this check indicates the necessity for a complete inspection. Mixed boxes are 
opened and unpacked, the articles segregated by catalog classes. Inspection for 
serviceability and disposition as serviceable and unserviceable stock follows. 
Loose stock which cannot be made up into standard-sized packages for storage 
and issue is utilized for shelf stock. 


Excess returns—From all Army and Air Force stations located in the zone of the 
interior and from all overseas commands, tons 


1947 1948 1949 1950 1951 1952 

January - -- 100 99 263 90 75 
February P 61 62 168 84 54 
March 113 85 122 46 166 
April 31 171 113 118 ist 
May 71 112 121 67 223 
June a 55 242 52 104 8&3 
July 676 25 142 78 54 
August 242 37 109 69 R5 
September 169 32 158 49 87 
October 182 116 183 63 91 
November ; 105 60 224 79 89 
December - . - - cabo 117 42 158 52 73 

Total a 1,491 | 743 1, 745 1, 229 988 | 785 

Grand total sekhabee paadnaakiddat Diy bats testa oie 6, 981 


Estimated money value, $5,235,750. 


Reserve 

The reserve supply mission of the St. Louis Medical Depot is directed toward 
maintaining a mobilization reserve stock for all classes of medical supplies (ex- 
cept for key items for which St. Louis Medical Depot is not responsible) in ac- 
cordance with instructions emanating from the Requirements and Stock Control 
Branch, the Surgeon General’s Office, United States Army. 

Certain functions are performed for the General Services Administration in 
connection with the strategic- and critical-materials program. 
issembly 

The assembly mission of the St. Louis Medical Depot receives its impetus 
from the decisions of the Departments of the Army and Air Force concerning 
troop strengths and the number of units te be put into the field. 

The assemblies made up here at the depot consist primarily of major and 
minor veterinary food-inspection units for field use by the Army and Air Force. 

Some of the other assemblies made up here are egg-inspection kits, mallein 
test sets, meat- and dairy-inspection kits, mobile optical truck equipment and 
supplies, and various teeth assortments, 

During the first half of this year 423 minor assemblies and 3 major assemblies 
were made at this depot. There were 8,567 minor assemblies made, but no major 
assemblies made in 1951. 

MANAGEMENT TOOLS 


In Government, as in other business, cost accounting has proven to be one 
of the most important of management tools. It is used for many purposes. 

Appropriate portions of the cost-accounting reports are abstracted and made 
pre re. to various division chiefs for an analysis of month-to-month cost 
rends. 
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The commanding officer and division chiefs review published cost data from 
other medical depots in order to obtain a comparison, Unusual and unfavorable 
trends are investigated with a view to obtaining maximum efficiency. 

Cost-acecounting data is an invaluable source for the study of trends and 
workload data. Questions concerning the need for or justification of requests 
for additional personnel or equipment are frequently resolved through this 
unalysis. 

The commanding officer uses a number of boards, committees, and councils 
to handle phases of operations that involve investigations; or that involve use 
of certain nonappropriated funds, somewhat in the nature of a trust; or that 
require certain legal or quasi-legal decisions or affect the rights of individuals 
under the laws or other obligations that surround management of a large group 
of people. 

Certain services, necessary to the operation of an Army post, are not provided 
for by money appropriated by the Congress. Such services are furnished by 
the cooperative efforts of those who require them and are financed by revenues 
accruing through their operation on a nonprofit or nominal-profit basis. In 
ill such cases, a board or council composed of participants in the benefits of 
the fund or activity determines the scope and extent of the activity and controls 
the funds with such assistance as the commanding officer is able to give then 
The civilian welfare fund, the post restaurant, the unit fund for the welfar: 
of enlisted men, the bachelor officers’ quarters, and the officers’ open mess ars 
operated to furnish these welfare and morale-building services, 

The economy and conservation committee keeps a watchful eye on the costs 
of housing, lighting, heating, and repairing the facilities of the depot, and 
maintains a continuing program to see that operating officials are ever alert 
to opportunities to save appropriated moneys in their conduct of depot business 

\ management survey conducted in 1949 at the St. Louis Medical Depot found 
that a commercial traffic bulletin was being misinterpreted to require that all 
fragile items be shipped by railway express. After the study determined that 
of all the fragile items, only X-ray tubes should be shipped express, approxi 
mately $30,000 per year has been saved by shipping the other items by motortruck 
or freight. 

The post planning board, on which all elements of the post are represented 
advises the commanding officer regarding the present and future use of build- 
ings and other facilities and the need for changes, improvements, and new con- 
struction. It also coordinates information and advice concerning activities not 
under the direct control of the commanding officer and, by means of long-range 
planning, prevents major changes on the basis of snap judgment or temporary 
conditions. 

The grievance committee is a group of employees and officers set up under 
the civil-service program to hear grievances of employees against management 
and to determine and recommend corrective measures or solutions of the prob- 
lems on an individual basis. It gives an impartial hearing in each case, and 
during such hearings employees are assisted in presenting their cases and adjust 
ing their difficulties. 

The fair-employment board is empowered to hear, determine right and wrong 
and recommend corrective measures in the event any employee thinks his personal 
rights or constitutional guaranties have been violated by the depot as his em 
ployer. St. Louis Medical Depot is proud of its record of never having had to 
convene this board to hear a case. 

The personnel authorization committee examines the allotment of personnel to 
each operating activity of the depot and recommends changes in the strengths 
of operating divisions in accordance with workload data, changes mission, and 
other circumstances surrounding the operation of the depot. 

The enlisted personnel-classification board and enlisted promotion board inves- 
tigate and make recommendations concerning these important phases in the 
eareers of enlisted men. 

ACCIDENT PREVENTION 


The current accident-prevention program was published April 29, 1952, and is 
in aceord with Army-wide policies. Similar programs were in effect during the 
past several years. 

Under the program, responsibilities are charged to the chiefs of divisions and 
administrative offices to establish sound, practical, and effective programs to 
suit the needs of their activities, and to use all necessary means to achieve a 
continuing and progressive program for the prevention of all accidents and 
injuries to personnel, to motor vehicles, or to other property. 
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In 1949, on the average, 100,000 man-hours were worked per month. 1,624,346 
man-hours were attained before a lost-time accident occurred in August 1949. 
lhe million man-hour mark was again passed (1,115,806), before a lost-time 
accident occurred in August 1950. 

During 1951 there was an increase of over 400,000 man-hours worked during 
the year, and also an increase of six lost-time accidents, 

Since January 1, 1952, through July 31, 1952, there have been four lost-time 
accidents, with an increase in man-hours worked from 10,000 to 70,000 per month 
over the period between 1949 and 1950. 

During the period January 1, 1949, through July 31, 1952, 1,301,573 miles were 
driven by Government vehicles. During this time, 14 motor-vehicle accidents 
occurred, giving an average frequency of 1.07 accidents per 100,000 miles. 

Military personnel worked 279,417 man-days during the period January 1, 1949, 
through July 31, 1952, with a total of eight lost-time accidents, a frequency of 
2.86 accidents per 100,000 man-days. 

Chiefs of divisions, administrative officers, supervisors, and employees are 
actively taking part in the installation’s program by being members of the staff 
council, supervisors’ panels, deputies for the division chiefs, and branch or section 
accident spotters. 

On-the-job individual, supervisory, and division-level safety training is being 
given with a view toward improvement of the efficiency and records, and a still 
safer and more effective accomplishment of the depot’s mission. 


EFFICIENCY AWARDS PROGRAM 


The awards program at the St. Louis Medical Depot is modeled on the one 
authorized by the Department of the Army. This program is designed to 
encourage both military and civilian members of the Department of the Army 
to present any suggestions they may have on ways to accomplish a savings, 
or improve a method of doing a job. As a reward to civilians they may receive 
a monetury reward in ratio to the savings effected or be meritoriously com- 
mended. Military personnel are not authorized to receive money for their 
suggestions. 

The local suggestion program has been in operation since Angust 4, 1943. It 
has continued to be an active program, and in June 1949 received official recog- 
nition from the Surgeon General's office for the fine results obtained. 

To date, 1,355 suggestions have been received, resulting in a total savings to 
the Government of $210,187.61, and payment of $7,301.29 in awards. 

Several of the outstanding suggestions received are listed below: 

1. Utilization of nonstandard teeth stock through use of a conversion table, 
which was devised by the suggester and distributed to all stations authorized 
to requisition teeth. Based on a saving of $46,210.75 on stocks of teeth on hand 
at the time of adoption, an award of $456 was paid. An award of $275 was 
paid tocally, and an additional award of $181 was authorized by the Civilian 
Awards Board, Department of the Army. 

2. Freeze plug to be attached to the reservoirs for the thermo water syringe on 
Ritter model E dental operating unit. The freez> plug collapses when the water 
in the tank freezes, thus permitting expansion without damage to the tank. 
The freeze plug was approved by the Armed Services Medical Matériel and 
Specifications Committee, and the item standardized. Based on an estimated 
annual savings of $6,727.50, an award of $194 was paid. 

3. Use of Aeronautical Chart Service waste paper by the St. Louis Medical 
Depot for shredding purposes. Excess paper is obtainable from the Chart Service 
without reimbursement, whereas purchasing the paper through Quartermaster 
would be expensive. sSased on an estimated annual saving of $5,291, an award 
of $155 was paid. 

4. Modification of Sanborn Cardiographs to meet demands in the field for 
an instrument capable of using unipolar leads. Inasmuch as a monetary savings 
cannot be computed, a local award of $150 was paid under the provision of the 
regulations pertaining to a suggestion applicable to a major organizational ele- 
ment, Upon completion of modification of all sets in the field, an additional 
award will be computed. 

5. Computation table for quantitative adjustment between Army and Air Force 
stocks, which eliminates individual calculating operations. An award of $50.40 
was paid locally, and an additional award of $55 was authorized by the SGO 
Efficiency Awards Committee. 








25062—53——-11 
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St. Louis ExHrsit 2 


GENERAL SERVICES ADMINISTRATION, 
PusBLIC BUILDINGS SERVICE, | 
Washington, D. C., August 4, 1952. 
Mr. Ray WArp, 
Staff Member, Inter-Governmental Relations Subcommittee, 
House Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Warp: Herewith, pursuant to your recent telephone request, is 

(a) Lists, in duplicate, of rented office space or depot space in St. Louis, 
Mo., containing respective areas, and summation of total annual rental; 

(6) An estimate of cost per square foot to convert Medical Depot in St. Louis 
to office space: 

The best that we can do here is to state results on two large buildings that 
we have just recently converted, (1) the Rand-McNally Building in Chicago, 
from factory and warehouse space to office space, for a total of $2,044,000 
The building contains 510,000 net square feet, giving a total cost per square 
foot of $4.01; (2) also we are just finishing conversion of the Loeser Building, 
Brooklyn, N. Y., from warehouse space to office space. The total area is 262,357 
net square feet; total cost of alterations, $1,359,000; cost per net square foot, 
$5.18. 

The foregoing estimates include all necessary toilets, heating, elevators, and 
ventilation, but no air conditioning. 

(c) An estimate of the construction cost of single-story permanent-type 
warehouses: We have recently designed an estimate from design, drawing the 
following costs for this type of structure. The Federal Supply Service ware 
house in Kansas City, floor at truck level, including heat, light, and other 
mechanical devices, $7.50 per square foot; Emergency Procurement Service 
type warehouse, floor at ground level, $4 to $4.50 per square foot. 

Sincerely yours, 
JOHN L. NAGLE, 
Director, Real Property Acquisition and Utilization Division. 


Leased space data in urban center St. Louis, Mo., as of July 31, 1952 


| 
| Leased areas (square feet) Annual rental 














Stectaagis ‘ Siac 
Name and address of |Lease No.| | ene A ver- 
building GS-06B | | | ate age 
| Office | Depot | Total | Office | Depot} Total |. Per | rate 
| | square) per 
| | foot | square 
| foot 
stil sents - as - ames i been pli rte 
Boatman’s Bank Bldg., | | 
314 North Broadway 1706 | 7,177 $20, 218 |... | $2. 82 | 
2003 |, 20, 110 } 46, 253. |- 2. 30 | 
then | | 
Building total... |..........| 27,287 27, 287 | 66,471 |_.- | $66,471 |.......| $2.44 
Boatmen’s Ban* Bldg., | 
Annex, 420 Locust St 1713 | 82,779 ------| 82, 779 | 190, 392 J & 190, 392 a La dinsone 
: i 
Central Terminal Bldg. | | | 
710 North 12th Blvd.'_| 1034 | 155, 058 | 71, 375 }.... | - 6 
1035 4, 265 . 1, 456 saeuihdl . 34 | 
ny res 
Building total Rook 159, 323 -..-| 159,323 | 72,831 | WARE D2)... »4¢ 
Locust Bldg., 315 North | | 
7th St_. | 1606 7, 169 7,169 | 14,338 | 14, 338 2. 00 
: ———= 
Railway Exchange | 
Bldg., 611 Olive St 798 5, 543 13, 857 |_._.. } | 250 
842 | 16, 605 | 41, 512 | 2.50 
Building total_--. ...... 22, 148 22, 148 | 55, 369 | 55, 369 |... 2. & 
Time Bldg., 1134 Locust 
St 362 9, 598 ; / 9, 598 | 19, 080 ‘ ‘ 19, 080 1.99 
Yeckel Bldg., 3542 Gra- 
vois Blvd_....-- . 859 | 2,500 2,500 5,000 


5,000 «2.00 


! Aeronautical chart office, 
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me and address of | Lease No 
building GS-+06B 
Buder Bldg., 707 Mar- 
t St 392 
600 
Building total 

440 North Broadway 1097 

Chester C. Davis Bldg 
r Nugent Bldg.) 

110 and 416 North 

Browdway 1036 
Arcade Bldg., 812 Olive 

St 761 
Bldg A (St Louis 

Arena) 5660 Oakland 

Ave 599 
321 North 22d St. (or 

2200-04 Locust St) 394 
Bank of St. Louis Bldg. 

901 Washington Ave 465 
1409 Washington Ave 821 
Butler Bros. Bldg., 316 

North 18th St 1195 
St Louis Terminal 

Warehouse 9 1230 

1254 North 2d St 835 
913-915 Pine St 1702 
Commerce Bldg., 418 

Olive St 2001 
Gutman Bldg., 8003 

Forsyth Blvd., Clay- 

ton, Mo 857 
Brown Bldg., 101 South 

Meramec, Clayton, 

Mo 490 
European Import 

Bidg., Bemiston St. 

between Forsyth and 

Maryland Sts., Clay- 

ton Mo Ps 1751 
Brentwood Plaza Bldg., 

25 North Brentwood, 

Clayton, Mo 1704 
309-311 South Florissant 

Rd., Ferguson, Mo 577 
Lockwood Bldg., 122a 

West Lockwood Ave., 

Websteraroves, Mo 823 
26204, Woodson Rd., 

Overlaifd, Mo” 1712 

Total 


Leased areas (square feet 


RECAPITULATION 


Total leased 


Office (22 buildings) -- 
Depot (4 buildings) 


Total (26 buildings) 


ased space data in urban center St. Louis, Mo., as of July 81, 


Office Depot Total Office 
10, 528 23, 000 
14, 121 34, 422 
24, 649 24, 649 7, 422 
28, 443 28, 443 
6A, 366 64, 366 | 160, 915 
7,274 7,27 17, 550 
6, 400 86, 400 
45, 513 45,513 | 40, 962 
20, 880 20,880 | 48, 700 
42, 705 42,705 | 42,000 
347, 414 347, 414 
25, 000 25, 000 
26, 700 26,700 | 53, 400 
28, 910 28,910 | 64,800 
1, 681 1, 681 3, 660 
6, 150 6,150 | 20, 730 
2, 417 2,417 8, 400 
800 800 600 
1, 300 1, 300 3, 420 
578 578 900 
960 960 3, 000 + 
585, 687 487, 257 1,072,944 949, 940 


Areas (square} I 


155 
1952 


Continued 


Annual rental 


A ver- 
Rate age 
. er t 
Depot Total pe “— 
square) per 
foot square 
foot 
> "2 
2. 44 
7,422 2. 33 
$4, 200 4, 204 15 
160, 915 > AO 


17, 550 2 41 


64, 500 64, 500 75 
40, 962 .- 90 
48, 700 2. 33 
42, 000 9s 
300, 000 300, 000 86 
21, 000 21,000 4 
53, 400 2.00 
64, 800 2. 24 
3, 660 2.18 | 
20, 730 3. 37 
8, 400 3. 48 = 
600 75 
3, 420 2. 63 
900 1. 56 
3, 000 3.13 
389, 700 1, 339, 640 1. 25 


| 
| Average 


otal rental rate per 


feet) | square 
| foot 
} 
585, 687 $049, 940 $1. 62 
487, 257 389, 700 80 
1, 072, 044 1, 339, 640 1. 25 











FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART II 
(Section 2) 


(Meeting held with representatives of the Marking Device Association 
in connection with military operations in the marking device field) 


WEDNESDAY, AUGUST 20, 1952 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerarTMents,' 
St. Louis, Mo. 

The subcommittee convened at 4 p. m., Park Plaza Hotel, St. Louis, 
Mo., Hon. Herbert C. Bonner, chairman, presiding. 

Present: Representatives Herbert C. Bonner, (Mrs.) Cecil M. Har- 
den, Charles B. Brownson, Thomas B. Curtis, and Melvin Price from 
the Committee on Armed Services. 

Staff members present: Thomas A. Kennedy, general counse!; Ray 
Ward, staff director; and Herbert Roback, staff director, Reorganiza- 
tion Subcommittee. 

Also present: Elmer F. Way, secretary-general manager, Marking 
Device Association, 134 North LaSalle Street, Chicago, Iil., and John 
E. Schweizer, 231 Russell Avenue, St. Louis, Mo. 

Mr. Bonner. The subcommittee will come to order. 

Gentlemen, we are here to hear you in connection with the opera- 
tions of the military in the marking device field. I believe Mr. Way 
will speak for the association. 


STATEMENT OF ELMER F. WAY, SECRETARY-GENERAL MANAGER, 
MARKING DEVICE ASSOCIATION, CHICAGO, ILL. 


Mr. Way. I will take about 15 minutes to brief you on the industry 
and Mr, Schweizer will give you specific examples where the Govern- 
ment has entered this field. 

Mr. Bonner. You represent the Marking Device Association ? 

Mr. Way. Yes, sir; I am the general manager and secretary of the 
Marking Device Association. 

Mr. Bonner. Where are a headqui irters ? 

Mr. Way, In Chicago, Ii., 134 LaSalle Street. 

We are a proud industry and I am happy to have the opportunity 
to go over our situation with you today. We are actually not 1 in- 


7 Name changed to Committee on Government Operations, July 4, 1952. 
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dustry, we are 14. Just to give you an example, a stamp manufacturer 
making rubber stamps, for instance, has almost nothing in common 
with the people making steel stamps, except that the unanimity of our 
products. We hold our units together, because we want to provide a 
thorough marking service. If you walked into our place and you 
wanted to mark an ash tray, and if we provided the service which we 
claim we do, we would be able to tell you the best method to mark that 
item. Therefore, we are marking experts. 

I want to read a little from one of these brochures and I want you 
to have one of these for your record. 

It is difficult to define that group of implements which are known as marking 
devices in such a way as to differentiate them from the writing pen, the pencil, 
and the signmaker’s paint brush. The latter class, however, consists of imple 
ments with which an infinite variety of marks may be made without change in 
the implement, while a marking device, when once prepared for use, will pro 
duce only duplicates of a single mark, although many types may be adjusted at 
will to vary the mark within limits. 

The same dffficulty, arises in defining them away from tools or machines such 
as the printing press or the duplicating machine, whieh also produce marks or 
impressions. One difference is that such machines ordinarily imprint original 
markings in large numbers of identical copies in one run, while marking devices 
are largely used to imprint secondary markings superposed on smaller quantities 
of articles otherwise previously completed, and are not used continuously for 
an extended period. 

Although our industry has a number of standardized commodity 
products, we are largely a made-to-order business, and such prices 
us we can establish are average prices, because, as you can appreciate, 
every individual stamp—every rubber stamp—is an individual made 
to-order item. We are, therefore, an industry of artists and an indus 
try of specialized skills. 

“Marking is as old as recorded history. We have evidence of a cave 
inan in France producing stencils with his hand by blowing powdered 
ocher through a straw around his outstretched fingers. We find such 
evidence all through recorded history. For ex cample, King Tut had 
hub caps on the wheels of his chariot which bore the royal crest and 
that was put there by a marking implement. We would call it a steel 
die today. The English silversmiths worked on what they called a 
basis of fineness, which deve sloped eventually into sterling, with which 
they marked all of their products, and it was a very serious thing to 
violate that mark. 

However. as a marking industry, we probably date from the intro 
duction of rubber stamps, which was shortly after the Civil War when 
vulcanized rubber came into general being and we produced then a 
rubber stamp. At that time it was produced by itinerant peddlers, 
and they began taking on other lines and they put down roots and 
pretty soon we had a marking-device establishment. As I said before, 
the thing that holds us together and stamps us as an industry is this 
unanimity of end products. We are now an industry of marking 
experts. We are not rubber-stamp houses any more and this chang: 
is significant. That is why I am bearing down on it. 

We are not a large industry, and this isn’t good polities, but I diffe: 
with the Department of Commerce. I have one of their surveys and 
in 1947 they list us as having 426 establishments and 4,684 employees 
and a tots al value of product shipped of $28,058,000. Those figure 
show we are not jobbers or merchandisers. Largely, we are an in 








ul 





aides 


‘ 
2 
3 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 159 


lustry of craftsmen and I differ with the Department of Commerce 
in their interpretation of our industry. I mention these figures be- 
cause it Shows the fact that we have a diversified location ‘of units. 
In other words, these units are strategically located throughout the 
United States. I mention that because I want to tell you that we have 
the capacity and we have properly located units to take care of all 
(jovernment requirements in our field. We have demonstrated this in 
two world wars and are doing it right now in this present emergency. 
\Ve are classified by the National Production Author ity as an essential 
industry and we carry the highest priority in that group, as we did 
during both wars. We are under the equipment division, incidentally. 

Now, we have documented evidence of the importance of the mark- 

ng industry to the Armed Forces. We have gathered it through the 
past wars, and if you wish, we can produce that. I think that will 
be confirmed by any supply officer who had anything to do with sup- 
plies and equipment during the activities of the last two wars. We 
lave evidence of the chaos which resulted from the lack of proper 
marking or any marking at all. We have a letter from General 
Kessler which cites an instance of a fellow ordering parts for officers’ 
AD _ and getting a case of typewriters because of improper 
marking, 

I can’ further tell you that as far as industry is concerned, that 
modern production lines would be impossible without identifying 
marking at every step of the manufacture. The thing that feeds 
modern production lines is the interchangeability of parts which relies 
entirely upon proper identifying markings. Not only do we have 
adequate capacity, but we have the skill and know-how and it takes a 
considerable volume of business to keep all of these skills occupied. 

We know the difficulty of training skilled mechanics. We cannot 
advertise in the paper, for instance, for a lathe oper rator. We have 
to have a special type of operator. For instance, a stencil cutter has 
to be not only a mechanic, he has to be an artist, he has to be a lay-out 
ian, Perhaps a girl could operate a pantograph machine once it is 
set up, but it takes a special type of operator in our industry. We 
have developed those skills and they are available for Government use 
when they are called upon and our contention is that it is sheer waste 
to try to duplicate this tremendous investment which we have in plants 
andmen. We have seen case after case of Government-operated facili- 
ties running at a small fraction of capacity with resultant inefficiency. 

The Government facilities are required to stand on their own feet 
without business from other sources and operating on an insufficient 

iantity, whereas we have units strategically located who have enough 
of the other capacity to take up that slack, and we can, there fore, do 
it on an efficient basis. The diversified requirements for equipment 
and tools in our industry is so great that there would be no end to 
the investment required by Government units if they should attempt 
to duplicate that sort of thing, and to back that up, I refer you to 
that brochure, which I think probably should be a part of the record. 
It is called, The Story of Marking for Every Requirement Through- 
out the W orld. 

Now, this tendency—I am sure I do not have to sell you on this— 
this tendency of Government competition with private industry is 
not a natural thing; it is disrupting our economy and the only possible 
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justification could be lack of proper thinking or lack of e fliciency. We 
have had a chance to get at the figures : and we have never had any 
difficulty in disproving any of these « questions. Our contention is that 
there is no need for Government-operated facilities to compete with 
facilities already in existence, because we have the equipment, we have 
the capacity, we have the skills and know-how, we have the experience, 
and we have the locations to provide proper service. As a matter of 
fact, we have run into a number of instances where individuals have 
come to our local units and purchased items needed by their own group, 
because they got so much better service from our people. We can 
produce cheaper, we can provide service, and as I said before, taking 
business from any industry is uneconomical, it is unnatural, and we 
pay taxes, 

Mr. Bonner. As I understand it, you have heretofore been making 
these rubber stamps for the armed services ¢ 

Mr. Way. Yes, sir. 

Mr. Bonner. And the armed services now have set up their own 
facilities for making them; is that right? 

Mr. Way. Let us put it this way. There is a tendenc y that way, 
sir. A good many of them do not. The tendency is that way, and 
every once in a while we are getting invitations to bid or one of our 
members will be asked something about setting up facilities for the 
military. I think the way to stop this is to have a policy that it shall 
not be done except in cases where we have some secrecy or where we 
have some developmental work. We have no quarrel with that, but 
where there are existing facilities in private industry and we can meet 
all of your requirements, we see no need of investing the taxpayers’ 
money in an operation which we claim is more inefficient than ours 
and we can provide you everything you would get with the Government 
facilities. 

Mr. Bonner. I am just trying to establish this so we can show by 
our record what your complaint is. Your complaint is that the 
armed services are going into an industrial field? 

Mr. Way. Yes, sir. 

Mr. Bonner. That can be operated by private industry at a cheaper 
cost ? 

Mr. Way. Yes, sir; and with better service. 

Mr. Bonner. Is your industry organized and are there people avail- 
able at various locations, cities and towns, to make these stamps? 

Mr. Way. Yes, sir. 

Mr. Bonner. And they belong to—let me ask this gentleman—are 
you located here in St. Louis? 


STATEMENT OF JOHN E. SCHWEIZER, MARKING DEVICE 
ASSOCIATION, ST. LOUIS, MO. 


Mr. Scuweizer. Yes, sir; I am in St. Louis. 

Mr. Bonner. And you make rubber stamps? 

Mr. Scnwemzer. I made that right there [indicating]. 

Mr. Bonner. And you represent the industry [indicating Mr. 
Way]? 

Mr. Way. The association, yes, sir. 

Mr. Bonner. You represent the Association of Rubber Stamp 
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Mr. Way. Yes, sir; that’s right. 

Mr. Bonner. Who makes the machines that prepare them? 

Mr. Way. I represent the marking device association which in- 
cludes all of these associations. 

Mr. Bonner. Who makes the machines? 

Mr. Scuweizer. There are several plants in the United States. 
Some are made in Akron and we make those machines ourselves. 

Mr. Bonner. That machine makes the stamps which are ordered ? 

Mr. Scuweizer. That’s right. We make the machine to make that 
[indicating rubber stamp plate}. 

Mr. Bonner. You make your own machines? 

Mr. Scuweizer. Yes, sir; and we sell them throughout the United 
States. 

Mr. Bonner. To what extent has the Government gone into this 
field ? 

Mr. Way. We have some documented cases here. 

Mr. Scuweizer. Here is one right here. Here are a lot of exhibits. 

Mr. Bonner. Just answer the question: To what extent has the 
Government gone into this field ? 

Mr. Scuweizer. I would say considerably, particularly on the part 
of the Ordnance Department. 

Mr. Bonner. The Ordnance Department ? 

Mr. Scuweizer. That’s right. ‘That seems to be the gravest entry 
into our field at the present time. 

Mr. Bonner. Ordnance is making their own rubber stamps? 

Mr. Way. Yes, sir; particularly shell- loading plants. 

Mr. Bonner. To mark the shells they produce? 

Mr. Way. That’s right. 

Mr. Bonner. What is the amount in dollars and cents of the rubber 
stamps that they make / 

Mr. Scuweizer. You mean Ordnance? I couldn’t say. We have 
one down here at Huntsville, Ala., Redstone Arsenal, that we shipped 
an invoice to not too long ago for about 2,500, 

Mr. Bonner. That is an armed services establishment ? 

Mr. Scuweizer. That’s right. 

Mr. Bonner. It is not a private individual ? 

Mr. Scuweizer. No, no. 

Mr. Bonner. It is not a private individual manufacturing for the 
Government ¢ 

Mr. Scuweizer. They are contractors operating these things. For 
instance, here is Procter & Gamble now operating one down at Milan, 
Tenn, 

Mr. Bonner. They buy the rubber from you / 

Mr. Scuweizer. This came from B. F. Goodrich Rubber Co., who 
turned it over to me, as I am their local representative. 

Mr. Bonner. Procter & Gamble is a private corporation. 

Mr, Scuweizer. Yes, sir; they are a private corporation but oper- 
ating under Ordnance. 

Mr. Bonner. They have a contract to make shell cases ? 

Mr. Scuwezzer. Yes, sir. 

Mr. Bonner. To make shell cases for the Government ? 

Mr. Scuweizer. Yes, sir. 

Mr. Bonner. You would not expect this subcommittee then to say 
that an individual corporation who had a contract to make shell cases 
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could not, if they desired to make their own rubber stamps, could 
not do it, would you? 

Mr. Scuweizer. No, sir, we are not complaining about private 
industry. 

Mr. Way. Procter & Gamble operates a Government facility. 

Mr. Bonner. The armed services, as I understand, lets contracts to 
individuals to make shell cases and the shell cases are loaded under 
contract and your complaint is, though, that the Ordnance Depot 
at Ogden, Utah, and other areas are making these stamps. That is 
your major question ? 

Mr. Scuweizer. That’s right, and Fort Sill, Okla., has also entered 
into it. There is one at Dayton, Ohio, that is interested in it and 
here is one at New York. 

Mr. Brownson. What are the names of these installations? 

Mr. Scuweizer. This is the Quartermaster Office, Fort Sill, Okla. 
[indicating from file]. 

Br. Brownson. What are they inquiring about ? 

Mr. Scuwerzer. About the material to make that with [indicating 
rubber stamp]. 

Mr. Brownson. To make rubber branding stamps? 

Mr. Scuweizer. Yes, sir. Here is one from Headquarters, Eight 
hundred sixty-second United States Air Force Specialized Depot, 
Dayton, Ohio. They are interested in the equipment for making 
stamps. Here is one from Romulus, N. Y., and the Seneca Ordnance 
Depot, they are interested in the equipment for making them. We 
service this Romulus, N. Y., station and they have never had any 
occasion to quibble about the service. They would call us up and 
give us the order and we will get it out. 

Mr. Bonner. Why do they write you? 

Mr. Scuweizer. Because we do business with them. 

Mr. Bonner. You have been making stamps for them ? 

Mr. Scuwerzer. Yes, sir; and now they are inquiring where they 
can buy this equipment. 

Mr. Way. It has been characteristic when these ordnance instal- 
lations within the Ordnance Department decide to make rubber 
stamps, they go to the fellow from whom they have been buying them 
and ask him to show them how to make them. 

Mr. Scuweizer. We have received five different invitations for 
bids for equipment to make rubber stamps. 

Mr. Bonner. Do you make the machines to mold this stamp? 

Mr. Scuweizer. Yes, sir; we make them. 

Mr. Bonner. What does it cost ? 

Mr. Scuweizer. It all depends upon the size. 

Mr. Bonner. Well, a machine to make a stamp like the one you 
have there? 

Mr. Scuweizer. Those large plates run about $3,000. Here [indi- 
cating] is the smaller one and you can make that one, which is not 
very economical, but we have to make more than one at the time— 
that runs around $1,800. 

Mr. Bonner. The machine to make this costs about $1,800? 

Mr. Scuweizer. Yes, sir; to make that. We produce those at our 
own plant. 

Mr. Bonner. Une machine just makes one individual stamp? 
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Mr. Scuweizer. That’s right. It depends on how you mold it. 
You can set those up in type form and then you have your platen sizes, 
which govern the number you can make. When you lock it up, 1 
depends on the size of the unit as te how many you can make at one 
time. If it is a small stamp, you can make more, but that size, only 
about two. 

Mr. Bonner. How many of these would they buy in an order of 
this partic ‘ular shell-case stamp ? 

Mr. Scuwetzer. They buy those in lots of 50 or 100, 

Mr. Bonner. And you stamp that pattern on here? 

Mr. Scuweizer. That is right. 

\ir. Bonner. What is - cost of them ? 

Mr. Scurweizer. Well, I do not have the price with me, but that 
would cost them about $2.50 or $3 each. 

Mr. Bonner. Buying them ‘sa you? 

Mr. Scuweizer. Yes, sir; buying from me in quantities like that, 
we would cut them down to say $2.25 each. 

Mr. Bonner. You would sell 50 of them for the price of $2.25 each ? 

Mr. Scuweizer. Something like that; yes. 1 do not have the exact 
ngure. 

Mr. Bonner. And the machine you make it with costs how much ? 

Mr. Scuweizer. About $1,800 or $2,000, 

Mr. Bonner. But you make them in other sizes ? 

Mr. Scuweizer. Oh, yes. 

Mr. Bonner. That machine is not confined to this size ? 

Mr. Scuweizer. It depends upon the size unit you are making. 
‘The machine can take a unit up to 14 by 16, and some of these units 
which we have for pac king cases, run 24 to 36 inches long. 

Mr. Bonner. We are going to Ogden, Utah, and when we get there, 
time permitting, we will make inquiry about this and ascertain why 
they have gone into the field of producing an article that we have been 
advised can be purchased cheaper than the “y can produce it. 

Mr. Scuweizer. I believe they can. 

Mr. Bonner. Not believe; do you know it? 

Mr. Scuweizer. That is right; I know they can. Here is a letter 
that will show you just exactly what they are doing down at Kelley 
Field. 

Mr. Bonner. We are going to Ogden—you mentioned Ogden—and 
let us confine it to that for a minute. We may be able to talk to those 
people at Ogden who are going into this business. 

Mr. Curtis. Did you make a record of this man’s name out at 
Ogden? 

Mr. Scuweizer. No, sir. 

Mr. Curtis. That should be put into the record. 

Mr. Scuweizer. I will be glad to get it for you. 

(The information referred to follows :) 

Sat LAKE STAMP Co., 
Salt Lake City, Utah, August 27, 195 52. 
BONNER COMMITTEE, 


Ben Loman Hotel, Ogden, Utah. 
(Attention of Herbert Bonner.) 
GENTLEMEN: In accordance with our telephone conversation this date, I am 
sending you a few facts that will perhaps be helpful in your investigation. 
We are selling rubber stamps to the Utah General Depot and other Army 
installations in this area for 27 cents for the first line and 12 cents for each 
additional line for stamps up to and including 4 inches in length. 
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I am also enclosing a retail price list for comparison with these prices. This 
retail price list enclosed is one of the lowest in the country. Most competitive 
retail price lists start at 70 cents for the first price of a 1-inch one-line stamp 
and increase rateably above that. Therefore, I think you can see that where 
you have to set the type, take a mold, vulcanize the rubber into the mold, eut 
and trim properly, make a mount with a label on it, and adhere the die to the 
mount, that the prices we are charging are so low that it is very unlikely that 
the Government manufacture in the installations could even approach such a 
low cost. 

If there is further information that we can furnish you, we would be very 
happy to do so. Thank you. 

Yours truly, 
SALT LAKE STAMP (Co 
E. Q. CANNON, Jr. 

Mr. Bonner. As a manufacturer, did you supply Ogden ? 

Mr. Scuweizer. No, sir; I have never supplied Ogden. You see, | 
do not cover every area in the United States. We get around pretty 
well, but there are some of them that we do not get. 

Mr. Bonnzr. Who do you supply ¢ 

Mr. Scuweizer. For instance, the Govefnment agencies; we supply 
Redstone Arsenal; Kansas Ordnance; one up here at Burlington, Ohio 
one down at Pine Bluff, Ark.; Louisiana Ordnance down at Shrev 
port. All of those are Government. 

Mr. Bonner. Are they private contractors or Government ? 

Mr. Scuweizer. Some of them are and some are not. Louisi: 
Ordnance is. It is run by Remington-Rand. Silas-Mason is up 

surlington 

Mr. Bonner (interposing). I understand something about it no 
We will take the matter up with the Chief of Ordnance to see what the 
answer is. 

Mr. Brownson. Just one comment. I will not be with you wl 
you get to Ogden, but the crux of this whole situation is the amount o 
time the at this machine they have at Ogden will be kept busy ? 

Mr. Scuweizer. Yes, sir. 

Mr. Brownson. They would be putting in a piece of equipment a 
tre aining aman to produc ean oce asional st: unp ¢ 

Mr. Scuwetzer. Yes, si 

Mr. Bonner. If ptestble. we will inquire of them and also the ¢ 
of Ordnance. 

Mr. vig izer. This is, more or less, an e mergency that they ha 
and after he emergency is over they dispose of it at about 10 peres 
of the aiar that the taxpayers have paid for the m, and in the me 
time they have deprived our industry of the opportunity to serv 
the equip nt. 

Mr. BONNER. That would be considered in the over all on 
question of voing } into this field. 

Mr. Scuweizer. Yes, a ? 

Mr. Way. If the peop! e who make the decisions look that far al 
I think we should differentiate between a private contractol 
others. <A pr ivate contractor means someone to whom you have 
a contract to manufacture in his own plant. Now, we have a situation 
here like Remington-Rand, who are operating a Government facility 
merely as an operating contractor, and I think, maybe, when you ¢ 
into that situation pe rhaps they are subject to this some sort of thing 

Mr. Bonner. We will look into it. 

Mr. Price. How quickly can you fill an order from any military 
installation ? 
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Rubber Stamfos. 


HOW TO ORDER 


When ordering rubber stamps there are two methods 
which are usually used to determine the length of stamps. 
First count the letters and spaces in the longest line of copy, 
then count an equal number of letters and spaces in the 
style desired, thus determining the length of stamp. A 
second method is to give the area of stamp required, giving 
the style of type desired (such as Q series type). 


Wherever possible it is best to give the purposes for 
which the stamp is to be used, such as address stamp, return 
on envelope, etc. 
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EXTRAS 


The prices for stamps having any of the following extras should be figured by using 
the basic scale in addition to the below schedule: 


SIZE — All lines over one-quarter inch high are charged at the rate of one line for eoch 
quarter of an inch or fraction thereof. 


BORDERS — All single borders on stamps will be charged the same as two lines 


CURVED LINES — Curved lines are charged the same as two straight lines, 
border, if any, extra. 


with the 


SLOTS, MORTICES, OR GROVES — For stamps mortised for solid rubber dates or type, 
add seventy-five cents for the first such operation, and fifty cents for eoch additional 


PATCHES — Rubber stamps may be changed by patching new lines or words onto old 
stamps. One extra line is charged to the regular list for patching. Thus a one line patch 
counts as two lines on the basic price scale, and a two line patch counts as three, etc. 


CUTS — Where cuts are used in the making of rubber stamps, charge each upright quorter 


inch as a line of corresponding length. The price of the cuts themselves is over and above 
this and prices will be quoted on request. 


When rule work is used in rubber.stomps, charge all horizontal lines « 


Where vertical lines are used, charge at additional line rate 


RULE WORK 
the regular stamp rote 
the length of lines 
STAMPS SET TO SPECIAL MEASURE — When the type has to be set to special measure 
fit certain positions between vertical or on horizontol lines, or to fit in box headings 
fifty percent additional charge is made 

SPECIAL SERVICE — Where stamps ore needed quicker than regular service, o special run 
may be made at o five dollar minimum charge, plus the cost of the stamp itself 
SPECIAL LABEL — Where labels differ from regular stamp wording, a charge of fifty cents 
extra will be made 


SPECIAL HANDLES 
two dollars and up 


— Flexible handles seventy-five cents extra. Rocker handle mounts, 








IN A HURRY FOR YOUR STAMPS? 


Choose one of these type faces 
for speedy delivery. 
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Mr. Scuwerzer. Well, I will cite you an incident I had the other 
day from Silas-Mason. They called me up and see 500 units of 
a certain item and wanted us to ship them 50 the next day, and 1 
shipped them the next day. We operate 16 machines of various sizes 
and we are in a position to give them service, whereas a man with 
one unit would not be. 

Mr. Bonner. The headquarters of this association is in Chicago? 

Mr. Way. Yes, sir. 

Mr. Bonner. 1 can assure you that the chairman of the Govern 
ment Operations Committee, Mr. Dawson, who is the Member of Con 
gress from Chicago from the district where your association has its 
office, will be tremendous ly interested in this matter, and I shall call 
it to his attention. 

Mr. Way. I thank you, sir. 

Mr. Bonner. In addition to further taking the matter up out at 
Ogden and with the Chief of Ordnance. 

Mr. Way. I gave the Secretary my card; would you like one? 

Mr. Bonner. It will be in the record. 

Any questions from any member of the staff? 

Mr. Warp. I would like to ask a question. Have you, Mr. Way, 
ever written to the Chief of Ordnance in Washington, or to the See- 
retary of the Army, or to the Secretary of Defense, regarding this 
proposition and if so, what has been their answer? 

Mr. ScuweizEr. Yes, sir. I did not do it, but I have a letter that 
will give you that information. I am pretty sure I have it. It 
developed over at Scott Air Force Base. 

Mr. Warp. Do they defend it on the basis of cost or service or 
emergency or secrecy? What is their argument? 

Mr. Scuweizer. I hope I did not leave that in the office; I had it 
[referring to letter]... but I do not believe I have it with me. 

Mr. Bonner. If you will furnish us a copy of that letter, we will 
have it placed in the record. 

Mr. Warp. What were the contents of the letter ? 

Mr. Scuweizer. It stated after the matter had been investigated 
that they found there was no intention upon Scott Air Force Base 
to go into this business, although we had an inquiry from them for 
the equipment. 

Mr. Warp. The fact was, so far as you were concerned, they were 
in the business ? 

Mr. Scuweizer. Yes, sir; there was an inquiry which came in from 
the Scott Air Base for the equipment to make these things with. 

Mr. Bonner. If you will furnish us with a copy of your letter to 
the Chief of Ordnance and his reply, so it can be placed in the record, 
it will be appreciated. 

Mr. Scuweizer. I will be very glad to get that to you. 

(The letters referred to follow :) 


HEADQUARTERS, 
E1igut HuNpRED AND Srxty-Seconp USAF Specrtatizep Depor, 
Dayton, Ohio, July 6, 1951. 
SUPERIOR MARKING EQUIPMENT Co., 
3940 Ravenwood Avenue, Chicago, Jil. 
GENTLEMEN : This activity is desirous of obtaining any available catalogs and 
price lists on your equipment for making rubber stamps. 
Sincerely, 
W. L. Horton, 
For Rozert R. FIsHEr, 
Major, USAF, 
Acting Director, Maintenance. 
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SupERIOR MARKING EQUIPMENT Co., 
July 11, 1951 
HEADQUARTERS, EIGHT HUNDRED AND Srxty-Seconp USAF Specta.izep Deport, 
Wilmington Pike, Dayton, Ohio. 

GENTLEMEN: With reference to your letter of July 6, in which you ask about 
equipment for making rubber stamps, we consider it best to refer you to our 
association office. The only equipment made by us for the rubber-stamp-making 
industry is a device used in connection with a drill press for drilling the holes 
in wood mounts into which handles are subsequently inserted. 

If, as, and when you do determine that it is practical for you to make your 
own rubber stamps, and after you have obtained (or at least ordered) the equip 
ment, you will be needing materials such as stamp gum, wood mounts, handles 
etc. At that time we hope you will give us the opportunity of submitting a 
quotation on these items and any others that may be required. 

Very truly yours, 
R. W. Repin, 
Vice President 


MARKING DEVICE ASSOCIATION, 
Chicago, 1il., May 1, 1952 
Mr. Joun SCHWEIZER, 
Chas. K. Schweizer Co., 231 Russell Avenue, 
St. Louis, Mo. 

Dear Joun: Since writing you I have another complaint on Government cor 
petition. This comes from the Ogden Arsenal of the Ordnance Corps at Ogde1 
Utah, and it is a request for descriptive literature on stamp-making machines 
capable of making rubber stamps up to 1%4 inches in Gothic type. 

The request is from Jay LB. Rohmer, contracting officer, Ogden Arsenal, Ogde 
Utah. 

Cordially yours, 
ELMER F.. Way, 
Secretary and General Manager. 


SENECA,ORDNANCE DEPOT, 
Romulus, N. Y., November 2, 1951. 
CHARLES K. SCHWEIZER Co., 
223-229 Russell Avenue, St. Louis, Mo. 
GENTLEMEN: This installation is interested in securing a catalog of rubber ; 
stamping equipment and services. 
It is requested that this catalog be forwarded at your earliest convenience. 
Very truly yours, 
Joun B. DEANE, 
Lieutenant Colonel, Ordnance Corps, Assistant 
(For the Commanding Officer) 


JUNE 16, 1952. 
Subject: Invitations to bid Nos. 54652, 54661, 54670, 54773, and 54782. 
DIRECTOR OF PURCHASES, . 
United States Government Printing Office, Washington, D. C. 
GENTLEMEN: We return herewith the above-listed invitations to bid as we are 
not in a position to handle these, 
Thanking you, we remain, 
Very truly yours, 
Cuas. K,. SCHWEIZER Co., 
By Harry L. SCHWEIZER, 
President. 
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War DEPARTMENT Buds t Bureau No. 49-R275, 
REQUEST FOR PROPOSAL AND CONTRACTOR'S PROPOSAL ac 
(SHORT FORM) Ge: fe Ssamp & Seal Co. 


Quartermaster Office 118 “. Grand 
M Fort.Sili, Oklahoma To Oklshona City, Cxlahaw 
REQUEST FOR PROPOSAL 
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[Teletype] 
SCHWEIZER Co. 
231 Russell Avenue, St. Louis, Mo.: 

Reference specifications dated June 14 for moulding and vulcanizing press 
Bids open 2 p. m., eastern daylight saving time, June 24. Delete existing para- 
graph 11 and substitute therefor the following: Contractors shall provide an 
erector who will be responsible for erecting and starting up the machine. The 
Government Printing Office will furnish all necessary labor to assist the erector 
and will furnish and install services in accordance with instructions and diagram 
furnished by the contractor furnishing materials, supplies, or services other than 
that pertaining to erection will be charged to the contractor at cost. If above 
changes bid already mailed, it may be corrected by letter in triplicate addressed 
to undersigned. 

DANIEL H. CAMPBELL, 
Director of Purchases, Government Printing Office, 
Washington, D. C. 
WarR DEPARTMENT, 
OFFICE OF THE CHIEF OF ORDNANCE, 
Washington, D. C., July 24, 1952. 
PANNIER CORP., 
Pittsburgh, Pa. 

GENTLEMEN : This depot is surveying the possibilities of installing a machine 
to make rubber printing plates. It has been ascertained that a machine of 12-to- 
14-inch by 16- to 18-inch capacity is desired. 

An itemized price list, together with present delivery schedules, is solicited. 
It is requested that this pricing, which is for information only, contain every 
item, including type, chemicals, etc., to place such a unit in operation. 

Very truly yours, 
GEORGE O. STuMP, 
Assistant Contracting Officer, 
~ (For the commanding: officer ) . 


25062—53 
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OC MAIS Contract DA-1-I7TBORD 4! 


THE PROCTER & GAMBLE DEFENSE CORPORATION 


MILAN ARSENAL 


/Bw MILAN, TENNESSEE Dele Aue. 4, 1952 
INQUIRY log. No. 1696 
- ° 7 THIS IS NOT AN ORDER 
A B. F. Goodrich Company ‘ ‘ 
Decatur, Illinois hacia ai aed cua 


Your quotation must be in our hand 
by Date Ause 18, 1952 to 
a J receive consideration. 


Pleosa quote your lowest price on the material listed below in Triplicate. We reserve the right to accept or reject olf or eny 
part of this bid. Please price each item separately. All bids must bo subject to the General Conditions attached. All prices 
must be firm: F.0.B. MILAN, TENN. Please Return Goneral Provisions with your Quotation. 
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UNVULCANIZED PRINTING PLATE GUM. 


Prices MUST BE FIRM, SO STATE OW YOUR BID. 


BID MUST BE IN TRIPLICATE. 
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(Purchase Orders 


1. Definitions 


As used throughout this purchase order 
or subeontract, the following terms shall 
have the meanings set forth below: 

(a) The term “contracting officer’ means 
the person who executed on behalf of the 
Government the prime contract under which 
this purchase order or subcontract is exe- 
euted, and any other officer or civilian em 
ployee who is a properly designated con- 
tracting officer; and the term includes, ex- 
cept as otherwise provided, in this purchase 
order or subcontract, the authorized repre- 
sentative of a contracting officer acting 
within the limits of his authority. 

(b) Except as otherwise provided, the term 
‘subcontracts’ includes purchase order: 


2. Changes 


Make no changes in filling this subcon- 
tract as to quantities, descriptions, prices, 
f. o. b. points, ete., except upon direct au- 
thority from our Purchasing Department. 

The buyer may at any time, by a written 
order, make changes, within the general 
scope of this subcontract, in any one or 
more of the following: (i) drawings, designs, 
or specifications, where the supplies to be 
furnished are to be specially manufactured 
or the buyer in accordance therewith; (ii) 
method of shipment or packing: and (iii) 
place of delivery. If any such change 
causes an increase or decrease in the cost of, 
or the time required for, performance of 
this subcontract, an equitable adjustment 
shall be made in the subcontract price or 
delivery schedule, or both, and the sub- 
contract shall be modified in writing ac- 
cordingly. Any claim by the seller for ad- 
justment under this clause must be asserted 
within 30 days from the date of receipt by 
the seller of the notification of change: 
Provided, however, That the buyer, with the 
approval of the contracting officer, if it is 
decided that the facts justify such action, 
may receive and act upon any such claim 
asserted at any time prior to final payment 
under this subcontract. Failure to agree to 
any adjustment shall be a dispute concern- 
ing a question of fact within the meaning 
of the clause of this subcontract entitled 

Disputes.” However, nothing in this 
clause shall excuse the seller from proceed- 
ing with the subcontract as changed. 


5’. Extras 


Except as otherwise provided in this sub- 
contraet, no payment for extras shall be 
tuade unless such extras and the price there- 
for have been authorized in writing by the 
buyer. 


}. Variation in quantity 

No variation in the quantity of any item 
called for by this subcontract will be ac- 
cepted unless such variation has _ been 
iused by conditions of loading, shipping, or 
packing, or allowances in Soaeatectation 
ocesses, and then only to the extent, if 
ny, specified elsewhere in this subcontract. 


Inspection and title 


Title to the materials and supplies pur- 
chased hereunder shall pass to the Govern- 
ment (delivery at the Milan Arsenal), pro- 
vided, however, that all materials and sup- 
plies purchased are subject to inspection at 
destination within a reasonable time by the 
contracting officer, and the buyer reserves 
the right to reject any materials, or supplies 
which do not pass such inspection. In the 
event of rejection the seller shall be respon- 
sible for the removal of rejected property 
within a reasonable time. 
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GENERAL PROVISIONS 


and Subcontracts) 


6. Responsibility for supplies 

Except as otherwise provided in this sub- 
contract, (i) the seller shall be responsible 
for the supplies covered by this subcontract 
until they are delivered at the designated 
delivery point regardless of the point of in- 
spection; and (ii) the seller shall bear all 
risks as to rejected supplies after notice of 
rejection. 


Payments 


The seller shall be paid, upon the submis- 
sion of properly certified invoices, the prices 
stipulaied herein for supplies delivered and 
accepted or services rendered and accepted, 
less deductions, if any, as herein provided. 
Unless. otherwise specified, payment wil! be 
made on partial deliveries accepted by the 
contracting officer when the amount due on 
such deliveries so warrants; or, when re- 
quested by the seller, payment for accepted 
partial deliveries shall be made whenever 
such payment would equal or exceed either 
$1,000 or 50 percent of the total amount 
of this subcontract. 


8. Assignment to Government 


This subcontract does not bind, nor pur- 
port to bind, the United States Government 
or the contracting officer and, if in excess of 
$2,000, is assignable to the United States 
Government. 


9. Federal, State, and local tares 

The seller shall itemize any taxes imposed 
by law, either Federal, local, or State, di- 
rectly on the materials furnished. 


10. Defautt 


(a) The buyer may, subject to the pro- 
visions of patagraph (b) below, by written 
notice of default to the seller terminate the 
whole or any part of this subcontract in any 
one of the following circumstances : 

(i) if the seller fails to make delivery 
of the supplies or to perform the services 
within the time specified herein or any ex- 
tension thereof; or 

(ii) If the seller fails to perform any of 
the other provisions of this subcontract, or 
so fails to make progress as to endanger per- 
formance of this subcontract in accordance 
with its terms, and in either of these two 
circumstances does not cure such failure 
within a period of 10 days (or such longer 
period as the buyer may authorize in writ- 
ing) after receipt of notice from the buyer 
specifying such failure. 

(b) The seller shall not be liable for any 
excess costs if any failure to perform the 
subcontract arises out of causes beyond the 
control and without the fault or negligence 
of the seller. 


(c) If this subcontract is terminated as 
provided in paragraph (a) of this clause, 
the buyer, in addition to any other rights 
provided in this clause, may require the 
seller to transfer title and deliver to the 
buyer, in the manner and to the extent di- 
rected by the buyer, (i) any completed sup- 
plies, and (ii) such partially completed 
supplies and materials, parts, tools, dies, 
jigs, fixtures, plans, drawings, information, 
and contract rights (hereinafter called man- 
ufacturing materials) as the seller has spe- 
cifically preduced or specifically acquired for 
the performance of such part of this subcon- 
tract as has been terminated; and the seller 
shall upon direction of the buyer, protect 
and preserve property in possession of the 
se'ler in which the buyer has an interest. 
The buyer shall pay to the seller the contract 
price for completed supplies delivered to 
the buyer and accepted by the Government, 
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(Purchase Orders and Subcontracts )—Continued 


and the amount agreed upon by the seller 
and the buyer for manufacturing materials 
delivered to the buyer and accepted by the 
Government and for the protection and 
preservation of property. Failure to agree 
shall be a dispute concerning a question of 
fact within the meaning of the clause of 
this subcontract entitled “Disputes.” 





11. Disputes 

Except as otherwise provided in this sub- 
contract, any dispute concerning a question 
of fact arising under this subcontract, which 
is not disposed of by agreement shall be 
decided by the contracting officer, who shall 
reduce his decision to writing and mail or 
otherwise furnish a copy thereof to the seller. 
The decision of the contracting officer shall 
be final and conclusive. Pending final deci 
sion of a dispute hereunder, the seller shall 
proceed diligently with the performance of 
the contract 


12. Patent rights 


The pater: rights clause set forth in ASPR 
9-107.1 or one granting similar rights, need 
be inserteé only in all subcontracts of $3,000 
or more in which payment is to be made for 
experimental, developmental, or research 
work 


13. Buy American Act 

The seller agrees that there will be deliv- 
ered under this subcontract only such un- 
manufactured articles, materials, and sup- 
plies (which term “articles, materials, and 
supplies” is hereinafter referred to in this 
clause as “supplies’) as have been mined 
or produced in the United States, and only 
such manufactured supplies as have been 
manufactured in the United States substan 
tially all from supplies mined, produced, or 
manufactured, as the case may be, in the 
United States. Pursuant to the Buy Ameri- 
can Act (41 U. S. Code 10a—c), the forego- 
ing provision shall not apply (i) with respect 
to supplies excepted by the Secretary from 
the application of that act, (ii) with respect 
to supplies for use outside the United States, 
(iii) with respect to the supplies to be de 
livered under this subcontract which are of 
a class or kind determined by the Secretary 
or his duly authorized representative not to 
be mined, produced, or manufactured, as the 
case may be, in the United States in sufficient 
and reasonably available commercial quanti 
ties and of a satisfactory quality, or (iv) 
with respect to such supplies, from which the 
supplies to be delivered under this subcon- 
tract are manufactured, as are of a class or 
kind determined by the Secretary or his duly 
authorized representative not to be mined, 
produced, or manufactured, as the case may 
be, tn the United States in sufficient and 
reasonably available commercial quantities 
and of a satisfactory quality, provided that 
this exception (iv) shall not permit delivery 
of supplies manufactured outside the United 
States if such supplies are manufactured in 
the United States in sufficient and reason 
ably available commercial quantities and of 
a satisfactory quality. 


14. Convict labor 


In connection with the performance of 
work under this subcontract, the seller agrees 
not to employ apy person undergoing sen- 
tence of imprisonment at hard labor. 

15. Copyright 

(a) The subcontractor agrees to and does 
hereby grant to the Government, and to its 
officers, agents, and employees acting within 
the scope of their official duties, (i) a roy- 
alty-free, nonexclusive and irrevocable li- 
cense to reproduce, translate, publish, use, 
and dispose of and to authorize others so to 


do, all copyrightable material first produced 
or composed and delivered to the buyer 
under this subcontract by the subcontractor, 
its employees or any individual or concern 
specifically employed or assigned to originate 
and prepare such material ; and (ii) a license 
as aforesaid under any and all copyrighted 
or copyrightable work not first produced or 
composed by the subcontractor in the per 
formance of this subcontract but which is 
incorporated in the material furnished under 
the subcontract, provided that such license 
shall be only to the extent the subcontractor 
now has, or prior to completion or final 
settlement of the subcontract may acquire, 
the right te grant such license without be- 
coming liable to pay compensation to others 
solely because of such grant. 

(b) The subcontractor agrees that it will 
exert all reasonable effort to advise the 
buyer, at the time of delivering any copy 
rightable or copyrighted work furnished un- 
der this subcontract, of any adversely held 
copyrighted or copyrightable material incor- 
porated in any such work and of any inva 
sion of the right of privacy therein con 
tained. 

(c) The subcontractor agrees to report to 
the buyer, promptly and in reasonable writ 
ten detail, any notice or claim of copyright 
infringement received by the subcontractor 
with respect to any material delivered un- 
der this subcontract. 


16. Inspection of plants and audit of books 
of subcontractors 


The contracting officer shall at all times be 
afforded proper facilities for inspection of 
the work and shall at all times have acces; 
to the premises, work, and materials, to all 
books, records, correspondence, Mnstruetions, 
plans, drawings, receipts, vouchers, and mem- 
oranda. 


17. Safety 

The subcontractor agrees to be bound by 
the provisions of article IV—-I° of the prime 
contract with the Government insofar as 
they are applicable to this contract. The 
prime contractor will reimburse the subcon- 
tractor for the cost of such special devices, 
equipment, and personnel as have been or 
hereafter may be added by the subcontractor, 
pursuant to section 3 of article LV-—F, for 
which reimbursement has not been made by 
the Government direct to the subcontractor. 


18. Nondiscrimination in employment 


In connection with the performance of 
work under this subcontract, the subcon 
tractor agrees not to discriminate against 
any employee or applicant for employment 
because of race, creed, color, or national 
origin; and further agrees to insert the 
foregoing provision in all subcontracts here 
under except subcontracts for standard com 
mercial supplies or for raw materials. 

The foregoing shall not apply to any pur- 
chase order items or parts thereof which 
are for standard commercial supplies or 
raw materials. 


19. Officials not to benefit 

No Member of or Delegate to Congress, or 
Resident Commissioner, shall be admitted to 
any share or part of this subcontract, or to 
any benefit that may arise therefrom; but 
this provision shall not be construed fo ex 
tend to this subcontract if made with a cor- 
poration for its general benefit. 


20. Covenant against contingent fees 


The subcontractor warrants that no person 
or selling agency has been employed or re- 
tained to solicit or secure this subcontract 
upon an agreement or understanding for a 
commission, percentage, brokerage, or con- 


sos 
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tingent fee, excepting bona fide employees or 
bona fide established commercial or selling 
agencies maintained by the subcontractor 
for the purpose of securing business. For 
breach or violation of this warranty the Gov 
ernment or the buyer shall have the vight 
to annul this subcontract without liability 
or in its discretion to deduct from the sub 
eontract price or consideration the full 
amount of such commission, percentage, 
brokerage, or contingent fee. 

22. Military security requirements 

(a) The provisions of the following para 
graphs to this clause shall apply only if and 
to the extent that this subeontract involves 
access to classified matter, which as used in 
this clause shall mean information or ma 
terial classified “Top secret,” “Secret,” 
“Confidential,” or “Restricted.” 

(b) The subcontractor (i) shall be re 
sponsible for safeguarding all classified mat 
ter and shall not supply or disclose classified 
matter to any unauthorized person, (ii) shall 
not make or permit to be made any reproduc- 
tions of matter classified “Top secret’ ex 
cept with the prior written authorization of 
the contracting officer, (iii) shall not make 
or permit to be made any reproductions of 
matter classified “Secret,” “Confidential,” or 
“Restricted” except as may be essential to 
performance of the subcontract. (iv) shall 
submit to the contracting officer, at such 
times as the contracting officer may direct, 
an accounting of all reproductions of matter 
classified “Top secret,” “Secret,” or “Confi 
dential,” and (v) shall not incorporate in 
any other project any special features of de 
sign or construction which will disclose clas 
sified matter, except with the prior written 
authorization of the contracting officer. 

(ec) Except with the prior written con 
sent of the Secretary or his duly authorized 
representative, the subcontractor (i) shall 
not permit any alien to have access to clas 
sified matter, and (ii) shall net permit any 
individual to have access to matter classified 
“Top secret” or “Secret.” 

(d) The subcontractor agrees (i) to sub 
mit immediately to the contracting officer a 
complete confidential report of any informa 
tion which the subcontractor may have con 
cerning existing or threatened espionage, 
sibotage, or subversive activity, (ii) to sub 
mit to the contracting officer, upon written 
request, any and all information which the 
subcontractor may have concerning any of 
its employees engaged in any work at any 
1 











lant, factory, or site at which work under 
his subcontract is being performed, and 
(iii) to exelude from its plant, factory, site. 
part thereof, at which werk under this 
subeontract is being performed, any person 
or persons whom the Secretary or his duly 
authorized representative, in the interest of 
security, may designate in writing 
(e) The subeontractor is authorized to 
rely on any letter or other written instru 
ent signed by the contracting officer, 
hanging or entirely removing the classifiea 
n of this subcontract or of any classified 
I tter 
f) The obligations of the subcontractor 
under this clause shall be in addition to any 
obligations of the subcontractor to comply 
with all the terms and provisions of any ap 
plicable security or secrecy agreement here 
tofore or hereafter entered into between the 
subcontractor and the Government or the 
buyer 
(9) The subeontractor agrees to insert, in 
all subcontracts hereunder which involve ac 
cess to classified matter. provisions which 
shall conform substantially to the language 
of this clause, ineluding this paragraph (q@) : 


provided that such provisions need not be 





included in any subcontract as to which the 
contracting officer shall consent to the omis 
sion of such provisions 


23. Bight-hour law of 1912 


This subcontract, to the extent that it is of 
a character specified in the 8-hour law of 
1912 as amended (40 U. S. Code = 326) 
and is not covered by the Walsh-Healey Pub 
lic Contracts Act (41 U. 8S. Code 35—45), is 
subject to the following provisions and ex 
ceptions of said S-hour law of 1912 as 
amended, and to all other provisions and 
exceptions of said law: 
No laborer or mechanic doing any part of 
the work contemplated by this subcontract, 
in the employ of the subcontractor or any 
subcontractor contracting for any part of the 
said work, shall be required or permitted to 
work more than 8 hours in any one calendar 
day upon such work, except upon the condi- 
tion that compensation is paid to such la- 
borer or mechanic in accordance with the 
provisions of this clausé. The wages of every 
such laborer and mechanie employed by the 
subcontractor or any subcontractor engaged 
in ¢he performance of this subcontract shall 
be coniputed 6h a basic day rate of 8 hours 
per day; and work in excess of 8 hours per 
day is permitted only upon the condition 
that every such laborer and mechanic shall 
be compensated for all hours worked in ex 
cess of 8 hours per day at not less than 1% 
times the basie rate of pay For each viola- 
tion of the requirements of this clause a pen- 
alty of $5 shall be imposed upon. the sub 
contractor for each such laborer or mechanic 
for every calendar day in which such em 
ployee is required or permitted to labor more 
than 8 hours upon said work without receiv 
ing compensation computed in accordance 
with this clause: and all penalties thus im- 
posed shall he withheld for the use and ben 
efit of the Government. 

The foregoing shall not apply to any pur 
chase order items or parts thereof which are 
for standard or commercial supplies 


24. Waish-Healey Public Contracts Act 


If this subcontract is for the manufacture 
or furnishing of materials, supplies, articles, 
or equipment in an amount which exceeds or 
may exceed $10.000 and is otherwise subject 
to the Walsh-Healey Publie Contracts Act 
as amended (41 U. S. Code 35-45), there are 
hereby incorporated by reference all repre 
sentations and stipulations required by said 
act and regulations issued thereunder by the 
Secretary of Labor, such representations and 
stipulations being subject to all applicable 
rulings and interpretations of the Secretary 
of Labor which are now or may hereafter be 
in effect 








25. Fair Labor Standards Act 

There are hereby incorporated by reference 
all representations and stinulations of the 
Fair Labor Standards Act of 1938, as amend 
ed, and regulations issued thereunder by the 
Secretary of Labor, such representations and 
stipulations being subject to all applicable 
rulings and interpretations of the Secretary 
of Labor which are now or may hereafter be 
in effect, and the subcontractor hereby agrees 
to comply therewith in the performance of 
the work under this subcontract 





26. Termination 

(a) The buyer may terminate work under 
this order in whole or in part at any time by 
written or telegraphic notice, whenever (1) 
the Government requests the termination of 
this order or (2) a contract between the buy 
er and a third person, including the Gov 
ment, requiring for its performance articles 
or services of the kind or type covered by this 





ern 
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order is terminated, in whole or in part, or 
amended, so as to eliminate or reduce such 
requirements. Such notice shall state the 
extent and effective date of such termination ; 
and, upon the receipt thereof, the seller will, 
as and to the extent directed by the buyer, 
stop work under this order and the place- 
ment of further orders or subeontracts here 
under, terminate work under orders and sub- 
contracts outstanding hereunder, and take 
any necessary action to protect property in 
the sellers’ possession in which the buyer 
has or may acquire an interest. 

(b) If the parties cannot by negotiation 
agree within a reasonable time upon the 
amount of fair compensation to the seller 
for such termination, the buyer in addition 
to making prompt payment of amounts due 
for articles delivered or services rendered 
prior to the effective date of termination, 
will pay to the seller the following amounts 
without duplication: 

(1) The contract price for all articles or 
services which have been completed in ac- 
cordance with this order and not previously 
paid for. 

(2) (i) The actual costs incurred by the 
seller which are properly allocable or ap- 
portionable under recognized commercial ac- 
counting practices to the terminated portion 
of this order, including the cost of discharg- 
ing liabilities which are so allocable or ap- 
portionable, and (ii) a sum equal to 2 per- 
cent of the part of such costs representing 
the costs of articles or materials not proc- 
essed by the seller, plus a sum equal to 8 per- 
cent of the remainder of such costs, but the 
aggregate of such sums shall not exceed 6 
percent of the whole of such costs. For the 
purpose of subdivision (iii) such costs shall 
exclude any charge for interest on borrow- 
ings and shall exclude the cost of discharg- 
ing liabilities for parts, materials, and serv 
ices not received by the seller before the ef- 
fective date of termination. 

(3) The reasonable costs of the seller in 
making settlement hereunder and in protect- 
ing property in which the buyer has or may 
acquire an interest 

(c) With the ecnsent of the buyer the 
seller may retain at an agreed price or sell 
at an approved price any completed articles, 
or any articles, materials, work in process or 
other things the cost of which is allocable or 
apportionable to this order under paragraph 
(b) (2) above, and will credit or pay the 
amounts so agreed or received as the buyer 
directs. As directed by the buyer, the seller 
will tranafer title to, and make delivery of, 
any such articles, materials, work in process 
or other things not so retained or sold. Ap- 
propriate adjustment will be made for de 
livery costs or savings therein. 

(d) The provisions of this article shall 
not limit or affect the right of the buyer to 
terminate this order for the default of the 
seller 
27. Price controls 

“The contractor warrants that the prices 
herein are not in excess of applicable ceil- 
ing prices established by the ESA or other 
authorized Government agencies and in ef 
fect upon the date hereof for the supplies or 
services to be furnished hereunder.” 

(b) The above clause will be applicable to 
contracts covering all supplies and services 
not snecificallywexempted by the General Ceil- 
ing Price Regulation, January 26, 1951, and 
exemptions issued subsequent to January 26, 
1951 


28. Renegotiations 


(a) This contract is subject to the Rene 
gotiation Act of 1951 (P. L. 9, 82d Congress) 
and shall be deemed to contain all the pro 
visions required by section 104 of said act. 

(6) The contractor (which term as used 
in this clause means the party contracting to 
furnish the materials or perform the work 
required by this contract) agrees to insert 
the provisions of this clause, including the 
paragraph (b), in all subeontracts as re 
quired by section 104 of the Renegotiation 
Act of 1951; provided, that the contractor 
shall not be required to insert the provisions 
of this clause. 


29. Contract clause 


The following shall apply to any and all 
purchase orders and subcontracts in excess 
of $1,000: Gratuities (A) The contractor 
may, by written notice to the subcontractor, 
terminate the right of the subcontractor to 
proceed under this subcontract if it is found, 
after notice and hearing, by the Secretary or 
his duly authorized representative, that gra- 
tuities (in the form of entertainment, gifts, 
or otherwise) were offered or given by the 
subcontractor or any agent or representative 
of the subcontractor, to any officer or em- 
ployee of the contractor with a view toward 
securing a subcontract or securing favorable 
treatment with respect to the awarding or 
amending, or the making of any determina 
tions with respect to the performing of such 
subcontract : provided, that the existence of 
the facts upon which the Secretary or his 
duly authorized authorized representative 
makes such findings shall be in issue and may 
be reviewed in any competent court. 

(B) In the event this subcontract is ter 
minated as provided in paragraph (a) here 
of, the contractor shall be entitled (1) to 
pursue the same remedies against the sub 
contractor as it could pursue in the event of 
a breach of the subcontract by the subcon- 
tractor, and (2) as a penalty in addition to 
any other damages of which it may be en 
titled by law, to exemplary damages in an 
amount (as determined by the Secretary or 
his duly authorized representative) which 
shall be not less than 3 nor more than 10 
times the cost incurred by the subcontractor 
in providing any such gratuities to any such 
officer or employee. 

(C) The rights and remedies of the con 
tractor provided in this clause shall not be 
exclusive and are in addition to any other 
rights and remedies provided by law or un 
der this subcontract. 


30. Contract clause 

The following shall apply to any and all 
purchase orders and subcontracts in excess 
of $1,000: 

Examination of records.—-The subcontrac 
tor agrees that the Comptroller General of 
the United States or any of his duly author 
ized representatives shall, until the expira 
tion of 3 years after final payment under 
prime contract, DA-—11—173—ORD-61, be 
tween the United States of America and the 
Procter & Gamble Defense Corp., have ac 
cess to and the right to examine any directly 
pertinent books, documents, papers, and rec 
ords of the subcontractor involving transac- 
tions related to this contract. 


Notrsr.——-In any subcontract of a class or 
type described in section 106 (a) of the Re- 
negotintion Act of 1951. 
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THE SouTHWELL Co., 
San Antonio, Tex., August 18, 1952. 
Mr. JOHN SCHWEIZER, 
231 Russell, St. Louis 4, Mo. 

Dear JoHN: In accordance with your request over long-distance last week, I 
will give you all of the information I can relative to the manufacture of rubber 
stamps at Kelly Air Force Base. 

As you probably know, this is a very large maintenance depot and it is my 
understanding that it is the Air Force policy in installations of this type to 
manufacture such items that they regularly use with the base personnel. 

Several years ago, I was informed by the Purchasing and Contracting Office 
at Kelly Field that they had received instructions from Wright Field to begin 
the manufacture of their own rubber stamps. I was further informed that they 
knew nothing about the methods commonly employed and they asked my assist- 
ance in installing the proper equipment, etc. gave them every bit of informa- 
tion that they requested and permitted the man that was to be in charge of their 
plant to spend several days in our factory to learn everything possible regarding 
the manufacture of rubber stamps. 

Some time later, I learned that they had decided that our method was not in 
conformity with their idea of how it should be done and further learned that 
they had installed a number of panograph engraving machines and that they 
were making their molds by engraving in aluminum of an approximate thickness 
of one-quarter inch. 

In my estimation, this is a very costly method of making molds for rubber 
stamps in comparison with the usual procedure employed by the stamp Mmanu- 
facturers. 

About 2 years ago I was requested by a civilian employee at Kelly Field, whose 
name I do not recall, to make a summary of all orders for rubber stamps that 
they had completed over a period of approximately 9 months and give them their 
cost if we had produced the stamps ourselves. 

This information was promptly compiled from their shop orders and, in due 
time, was given to them. It is my understanding that the information was 
desired because it was their feeling that their cost to manufacture was excessive. 
After giving them the cost figures requested, I have heard nothing further 
regarding the matter. 

I have not had an opportunity to check into the matter of the methods em- 
ployed at this base at the present time and it is possible that they may have 
changed their methods of manufacture to conform with that commonly employed 
by all commercial manufacturers of rubber stamps. 

We quite frequently receive orders from various officers and civilian personnel 
at Kelly Field for rubber stamps, to be paid for by themselves personally and the 
usual reason for placing the orders with us is because of the time required to 
vet rubber stamps through the regular channels. 

I have attempted to give you the pertinent facts regarding this matter and in 
conclusion Wish to state that it is my belief that they could purchase rubber 
Stamps from a commercial manufacturer at a much lower cost than is now 
involved and get them much more promptly. 

I hope that this information will be of some value to you in your appearance 
before the committee you mentioned. 

With best regards, I am 

Very truly yours, 


W. P. SoutTHWELL, Sr. 


Mr. Way. As an illustration of the importance of special skills 
in this business, you can make a die, if you do not know what you 
are doing, out of rubber and it will run only 1,000 impressions and 
with skill you can make one also out of almost the same rubber that 
will run into the thousands of impressions—you might say into the 
millions. You might process a die which to a layman was relatively 
inexpensive and looked good and yet the thing would be the most 
expensive thing you can buy, because it would only run one-fourth 
as long as a properly made die. I think we should bear that fact 
in mind. In other words, simply because you could hire a typesetter 
and a pantograph man to make a mold and process a die does not 
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mean it is the equal of this particular die [indicating one made by Mr. 
Schweizer |. 

Mr. Curtis. Mr. Chairman, I think we should have for our record 
the details on this Ogden thing from the Ogden Arsenal of the Ord- 
nance Corps at Ogden, Utah. The request which they received was 
from J. B. Hohmer, contrac ting officer, Ogden Arsen: al, Ogden, Utah. 

What was he inquiring about in his letter ? 

Mr. Scuweizer. That is how we found out that the Government was 
going into competition with us out there. They requested descriptive 
literature on stamp-making machines capable of making stamps up to 
certain sizes in Gothic type. 

Mr. Curris. Do you know who heretofore has been supplying 
Ogden ? 

Mr. Way. I do not, but I will tell you how these things happen. 

Mr. Curtis (interposing). Could you find out and get us that in- 
formation? If you will get in touch with the man ‘who has been 
supplying these stamps for the arsenal at Ogden, Utah, and tell him 
we are going to be there on a certain date and let him be there and 
we will take this matter up and I believe in that way we can get a 
thorough understanding from both sides at one time. 

Mr. Bonner. I think that is the best solution. 

Mr. Brownson. You might also want to check with the Air Force 
in view of the interest at the Air Matériel Command at Wright Field 
in regard to the production of rubber stamp materials. i 

Mr. Warp. We will be at the Ben Lomond Hotel in Ogden and your ; 
man can contact the subcommittee there. ' 

Mr. Bonner. Will you furnish us with a list of the companies in 
this association ? 

Mr. Way. I can give you that right now, and also the brochure 
which you might w ish to place in the record. 

Mr. Bonner. With that, unless there is further discussion, we will 
look into this matter and let you hear from us. We appreciate your 
meeting with us and are glad to have the information which you 
have furnished on the subject for the record. If there are no further 
questions, the subcommittee will be adjourned. 

(The subcommittee adjourned at 5:10 p. m.) 

(Marking Service Association membership roster for 1952 follows :) 

Sr. Louis Exurserr 3 
MARKING Device ASSOCIATION, OFFICERS AND DrrRectors, 1952 
OFFICERS 
Chairman of the board: Frank H. Eyman, director district 4 
resident: Jack T. F. Bitter, director district 5 
Vice president : Willard S. Freeman, director district 9 
Treasurer: Austin P. Winters, director district 2 
Assistant treasurer: Joe Pardi, Sr., member district 4 
EXECUTIVE COMMITTEE 
Frank H. Eyman, director district 4 


Jack T. F. Bitter, director district 5 
Willard 8S. Freeman, director district 9 
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DIRECTORS 

District 1, 1952 

Arlie L. Fox, Jas. H. Matthews & Co., 3942 Forbes Street, Pittsburgh 13, Pa. 

District 2, 19538 

Austin P. Winters, Winters Stamp Manufacturing Co., 71 West Jersey Street, 
Elizabeth 2, N. J. 

District 8, 1954 

BE. M. Mellgren, St. Paul Stamp Works, 65 East Fifth Street, St. Paul 1, Minn. 

District 4, 1953 

Frank H. Eyman, Art Novelty Manufacturing Co., 1515 West Cullerton Street, 
Chicago 8, Ill. 

District 5, 1954 

Jack T. F. Bitter, the Parker Stamp Works, 650 Franklin Avenue, Hartford 1, 
Conn. 

District 6, 1952 

B. Y. Cottingham, Houston Stamp & Stencil Co., Post Office Box 1723, Houston, 
Tex. 

District 7, 1954 

Arthur T. Partridge, Seattle Rubber Stamp Works, 912 Third Avenue, Seattle 4, 
Wash. 

District 8, 1953 

J. Howard Patrick, Patrick & Moise-Klinkner Co., 560 Market Street, San Fran- 
cisco 4, Calif. 

District 9, 1952 

W. S. Freeman, Barnard Stamp & Stencil, Ltd., 8 George Street, Hamilton, 
Ontario 

Secretary and general manager 

Elmer F. Way, Marking Device Association, 134 North LaSalle Street, Chicago 2, 
Ill. 


Legend for membership lists 
Marking Device Association__.....-----~-~-~- sie li ihm Indicates Active member 
*Marking Device Association___.....---- Tse tadae neni nee Indicates Branch Member 
+ Marking Device Association... .....~......-.... Indicates Associate Member. 
John H. Doe__ aiid “ a ate __.. Indicates Official and 
Writ dhs EO eee wn pinot indian acetal _.... Alternative Representative 


DISTRICT 1 





KENTUCKY 
Firm ie Address Phone 
Validay an “4 Pee ae 904 Berry Ave., Bellevue 
Albert L. Niehaus, 
MICHIGAN 
Firm Address Phone 
Accurate Stamp a or ‘ rm . 6030 East Eight Mile Rd., Detroit 34 TWinbrook 1 a 


A.C. (Art) Linde. 
Eat? Neumann 
Acme Marking Equipment Co J 8030 Lyndon Ave., Detroit 21 UNiversity 1-8070. 
Don E. (Don) Forrester. 
Douglas G. (Doug) Forrester. 


Cadillac Stamp Co : 17315 Ryan Rd., Detroit 12 W Oodward 1-3276. 

_ E.H. (Ricky) Novak. 

Clean Cut Stamp Co 426 Superior St., Detroit 1 TEmple 1-3655 
Don C. Wilber. 

Detroit Numbering Machine Co 535 Bates St., Detroit 26 WO 1-4110. 


Jos. F. (Joe) Foerg. 
Fred J. Foerg. 
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Legend for membership lists—Continued 


DISTRICT 1—Continued 
MICHIGAN—continued 
Address 


Firm 


Detroit Stamp & Stencil Co 
Walter L. (Walt) Leonard 
James F. (Jim) Miller 

Hoff, Will, Rubber Stamp Co 
Will Hoff 

McBride Stamp Co 
Thos. R. (Tommy) McBride. 

Neumann Engraving Co 
Clarence P. Neumann 

New Method Steel Stamps, Inc 
©. O. (Carl) Malmstrom. 

Pyramid Stamp & Tool Co 
Adam J. (Red) Reinhard 

Superior Seal & Stamp Co 
Charles O. Lee 
Charles O. (Chuck) Lee, Jr 

Union Stee] Stamp & Die Engravers 
Edward J. (Ed) Baribeau 

Victor Stamp Co., Inc 
C. A. (Charles) Brady. 

Volk Stamp & Stencil Co 
H. A. Weff) Jefferies 
R. L. (Redge) Hankins 

Flint Rubber Stamp Works 
Don C. Smale 
Sid Smale 


Dri-Flo Manufacturing Co_-..---. eve 


R. F. (Ray) Yeager 
Miss Katie Negro 
Kay-Art Co., Inc., The 
O. R. (Barney) Barnhart. 
Chas. C. Knowles 
McMurphy, G. L 
G. L. (Lyman) Me Murphy. 


Gibson, A. C., Co., Ine ba ieee 
Calder A. Gibson 
John 8. (Johnny) Soars 


*Wilsolite Corp sino 
C. (Crawford) Wettlaufer. 
E. W. (Ed) Sanders 
*Econo Products, Inc 
Selden E. May 
Robert E. (Bob) May. 
Morse, C. H., & Son, Ine 
Arthur W. Schmidt, Jr. 


Excelsior Stamp Works Co., The 
Harry F. Kolar 
Charles E. Farmer 
Frie Antho J., & Son Co 
Charles A. Buerman, 
Wright, Greg. & Sons 
William F. (Bill) Wright 
Gregory G. (Greg) Wright 
Acme Stamp Co., The 
Michael C. (Mike Lederer 
Bates Manufacturing Co., The 
Frank N. Graham 
Chancler & I er Co., The 
Arthur J Art) Manke 


Herbert (Herb) Dopmeyer 
Cleveland Rubber Stamp Works 


Alex W. (Al) Dery 
Dickey-Grabler Co., The 

W. J. (Bill) Primrose, Sr. 

Elmer A. (Al) Verrell 
Excelsior Stamp Works Co., The 

H. R. (Herman) Seefried 


1. David (Dave) Horsfall 
Marking Devices 
Ben M. Griggs 


Don (Monk) Thomson, 


523 Shelby St., Detroit 26 


1042 Cass Ave., Detroit 26 
3741 McDougall Ave., Detroit 7 
9941 Northlawn, Detroit 4 
149 Jos. Campau Ave., Detroit 7 
2000 Porter St., Detroit 16 


1401 Vermont Ave., Detroit 16 


10318 Shoemaker Ave., Detroit 13 
525 Woodward Ave., Detroit 26 


214 Randolph St., Detroit 26 


340 West Ist St., Flint 3 


642 East 10 Mile Road, Hazel Park 


708 Baker St., Lansing 10... 


4113 Mackinaw St., Saginaw 


NEW YORK 
70 Oak St., Buffalo 5... 
501-11 Amherst St., Buffalo 7 


132 Humboldt St., Rochester 10__-. 


21 North Water St., Rochester 4 


OHIO 


88 Ash St., Akron 8 


717 Sycamore Ave., Cincinnati 2. 


119 Opera PI., Cincinnati 2 


1106 Prospect Ave., Cleveland 15 


18230 Lorain Rd., Cleveland 11....-- 


12808 Triskett Rd., Cleveland 11 


1426 West 3d St., Cleveland 13 


10302 Madison Ave., Cleveland 2 


15 Euclid Arcade, Cleveland 15 


5511 Euclid Ave., Cleveland 3 
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Phone 


W Oodward 1-115! 


W Oodward 3-0627 
LOrain 7-1150. 

T Exas 4-1005 
LOrain 7—4235. 


W Oodwand 2-4423 


| WOodward 2-4424 


| WAlnut 1-5210. 


RA 0411. 


W Oodward 2-3450 


5-2341. 


Lincoln 4-0220. 


2-7369. 


W Ashington 6904 


DE 7020. 


| CUlver 0298. 


MA 1291, 


FR 7121. 
C Herry 0670 
PArkway 3310 


M Ain 4374. 


C Learwater 1-277 


C Learwater 1-022! 


CHerry 1-6211 


W Oodbine 1-4172 
MA 1485. 


E Xpress 8490. 


~irehitte . 





inSeadl 
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Legend for membership lists—Continued 


DISTRICT 1—Continued 


Firm 


Metal Marker Manufacturing Co 
Austin 8. Moyer. 
Albert G. Schwartz. 
Perfection Rubber Stamp Co., The 
Fred Scain. 
Frances E. Dearth. 
Royal Stamp Manufacturing Co., The 
Walter E. Tache. 
Ralph W. Smith. 
Columbus Stamp Works, Inc., The 
R. A. Heider. 
Hiss Stamp Co., The 
Herman A. (Herm) Bloom 
Charles (Chuck) Quelette. 
Dayton Stencil Works Co., The 
Cc. G. (Clem) Jauch. 
L. J. (Lawrence) Jauch. 


oul10o—continued 

Address 
1384 East 40th St., Cleveland 3 
750 Prospect Ave., Cleveland 15 


812 Huron Rd., Cleveland 15 


115 E. Gay St., Columbus 15 


195 East Long St., Columbus 15 


111-115 East 2d St., Dayton 2 


Phone 


UTah 1-1444., 


CHerry 6033 


CHerry 1-1477 


M Ain 3613. 


A Dams 5119. 


4 Dams 3101. 


Mansfield Rubber Stamp Works 55 North Diamond 8t., Mansfield 2328-6. 
David M. Hedrick (Pop). 
Williafm L. @Bill), Hedrick. 

Haerr & Rosenberry, Inc_... 41 West High St., Springfield 3-9113. 
Edward H. (Ed) Bushman. . 


Bernard Engraving Co 
James (Jim) Bernard. 
Fred Bernard. 
Tilenins & Randolph Co 
Erich Tilenius. 
J. L. Randolph. 
Toledo Stamp & Stencil Co., The- 
H. E. (Homer) Willard. 


North 12th at Sherman Sts., Toledo 10 
Toledo 


1723 Canton Ave., 


125 North Erie St., Toledo 2 


GArfield 3481. 


AD 1047 


M Ain 7119 


j All-mark Stamp & Sales 124 Chestnut St., Post Office Box 1026, | 7-8130 
R. E. (Bob) Lohr. Youngstown | 
Atlas Stamp Co bid 12 North Phelps St., Youngstown | 3-2555 
E. J. (Ned) Kauffman, Jr 
PENNSYLVANIA 
j Kimmel Rubber Stamp & Printing Works 27 East 9th St., Erie 1 $ 0166. 
Gerald L. (Gerry) Kimmel 41-0167. 


> ieee 


George E. Sisson. 

Norman A. Fritz. 
Superior Rubber Stamp & Printing Works 

Glen W. Carney. 

unningham, M. E., Co 

F. S. (Frank) Speicher, Jr 

Frank 8. Speicher, Sr 

Walter J. (Walt) Speicher 
Matthews, Jas. H. & Co 

A. L. (Arlie) Fox. 

R. E. (Ray) Ginn. 
Pannier Corp., The 

Ralph A. (Pan) Pannier 

Carl O. Pannier. 
Pittsburgh Stencil & Tool Co 

H. C. (Rick) Rickenbach 

P. J. Rickenbach. 


Lamb Seal & Stencil Co 
Richard L. (Dick) Lamb 
Clayton (Brownie) Brown 


Dorman, J, F. W. Co., The 
Charles M. (Charlie) Reed. 

A. (Al) Kuper, Jr. 

Modern Stamp Manufacturing Ce 
Henry C. Curlander. 
Henry Curlander, Sr. 


1813 Parade St., Erie 


115 East Carson St., Pittsburgh 19 


3943 Forbes St., Pittsburgh 13 


207-209 Sandusky St., Pittsburgh 12 


Reedsdale and Scotland Sts., 
burgh 12 


Pitts- 


DISTRICT 2 


STRICT OF COLUMBIA 


824 13th St., NW., Washington 5 


MARYLAND 


526 North Calvert St., Baltimore 3 


208 East Baltimore St., Baltimore 3 


HEmlock 1-2470 


M Useum 1-8500 


FA 1-5185 


ALlegheny 1-3666 


NA 8722 


VErnon 6012 


C Alvert 0500. 
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Legend for membership lists 


DIST 


Firm 

#Williamson & Co 

Eugene (Gene) Williamson. 

Ww Bill) Piggins 
Fulton Marking Equipment Co 

R. R. (Ray) Fritz 

R. W. (Ray, Jr.) Fritz 
Winters Stamp Manufacturing Co 

Austin P. Winters 
Weber & Sor 

lr. L. Weber 

H. FE. (Hal) Weber 
#Gottscho, Adolph, Inc 


Ira Gottscho 


Oraton Rubber Stamp Co 


George C. Baier 

*Matthews, Jas. H., & Co 
W. R. King 

Quality Engraving & Rubber Stamp Works 
J. FE John) Kelly 
J. J. (Jack) Rottenberg 

Blanchet, Paul G 

Mittag & Volger, Ine c 
J. A. (Alex) Campbell 
H. 8. (Howard) Locke 

Volger, B. G. Manufacturing Co., Ine 
David (Dave) Brett 
Augustus (Gus) De Vera, Jr. 


Lang Stamp Works, Inc 

H. P. (Hildreth) Drew. 
Superb Stamp Pad Co 
Alberta A. (Bert) Woodruff. 
F. P. (Fred) Woodruff 
verst, Ben L., & Son 
Ben L. Joggerst 
Robert B. (Bob) Jog 
Barlam, W., Rubber Stamp Manufacturing 

Co 

William (Bill) Perlam 
Gerald (Jerry) Barlam 
solidated Bronze Tablet Co 
Cataldo Papaleo (Tom). 


Jogeg 


rerst 


Cor 


John (Doc) Lamirata 
Force, Wm. A. & Co., Ine 
Wm.A Art) Force, III 
Roberts Numbering Machine Co 
Rod L. Hickey 
Roovers Bros., Ine 
Jos. M. Lotsch 


Deakin, J. Arthur & Sons 
J. Arthur Deakin 
Allied Engravers, Inc 
Albert (Al) Ammon 
Anthony (Tony) Tobuck 
Bates Manufacturing Company. 


S. M. Babson 
Becker Bros. Engraving Co ° 
George E. Becker 


Becker Mechanical Engravers 
Philip (Phil) Becker. 
Edward (Ed) Schoenfield. 

Bekkevold, August Seibinn 
August Bekkevold. 

Binney & Smith 


Morris B. Rehse. 
*Consolidated Stamp Manufacturing Co., 
Ine 
A. W. Schmidt, Jr 
Cushman & Denison Manufacturing Co., 
In 
R. E. Gooley 


*Everson- Ross, Inc ‘ 
William (Bill) T. Richert. 
Donald (Don) Atcheson. 


FIELD CONFERENCES ON 


Continued 
RICT 2—Continued 


NEW JERSEY 


Address 


Passaic Avenue, Caldwell 


82 Fulton St., Elizabeth 1 


71 West Jersey St., Elizabeth 2 


101 South St., Freehold 


6 Evans Terminal, Hillside 
71 Coit St., Irvington 11 
1151 Bloomfield Ave., Clifton. .... 


67-69 Walnut St., Newark 5 


300 Main St., Orange_. 
76 Park Ave., Park Ridge 


278 Main Ave., Passaic 


NEW YORK 


18 Green St., Albany 1 


27-29 Cottage St., Auburn 


142 State St., Binghamton 


396 East Tremont Ave., Bronx 57 


718-28 Atlantic Ave., Brooklyn 17 


216 Nichols Ave., Brooklyn 8 
700 Jamaica Ave., Brooklyn 8 
3611 14th Ave., Brooklyn 18 


150-28 Hillside Ave., Jamaica 2 


RRO 


Broadway West, New York 12 


30 Veasey St., New York 7 


103 Lafayette St., New York 13 


do 


19 Ann St., New York 7 


41 East 42d St., New York 17 


44 Warren St., New York 7 


135 West 23d St., New York 11.. 


88 Chambers St., New York 7... 





FEDERAL SUPPLY MANAGEMENT 


Phone 


OA 62500. 
EL 2-4727; WOrth 
2-2649 (New 


York City). 
EL 2-3725 


Freehold 8-1644J. 


W Orth 2-0276. 


ESsex 2-5474, 
| Gregory 3-7330. | 
M Arket 3-2965 | 


Orange 3-3176 
Park Ridge 6-0001 


Prescott 9-0487 


ALbany 3-8571 


2-432 


4-2360. 


CYpress 96017 


UL 7-4585 


A Pplegate 7-633 


APplegate 7-3900 
G Edney 5-004. 
AX 7-8040, 8041 


SPring 7-4150 


CO 7-5011. 
CAnal 6-7282 
Do. 

CO 7-6721. 


MU 2-1960. 


BA 7-0t)20. 
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DISTRICT 2—Continued 


NEW YORK—continued 





Firm Address Phone 
*Force, Wm. A. & Co.......-.....-.-. a 64 White St., New York 13 
& Harry G. Baumann, 
General Stencils, Inc. -......--.-.-- oe 129-35 Lafayette St., New York 13-. W Orth 4-8014. 


Joseph (Joe) Klugman. 
M. R. (Teddy) Theodore. 


Joseph, W. H. & Son wecccccocceconccce| 110 FUlGn St., New York 38. BEekman 3-5375, 
Ruth W. Hickey 
Krengel Mar u’acturing Co., Inc.............| 227 Fulton St., New York 7_......... 


4. L. (Ale) Gershon 

G. A. (George) Feldman. 
Link Paper Cé-_. cae Eas 220 Broadway, New York 7_..--..-- CO 7-4100. 

Ernest J. (Ernie) Link. 

Donald T. (Won) Auld. 





Marking Devices Co- --- | 107 Worth St., New York 13..........| WOrth 2-6675. 
Arthur M, (Art) Stoschy. 
Louis J. (Louie) Psencik. | 
*Matthews, Jas. H. & Co... | 480 Canal St., New York 13_.....-. W Alker 5-9860. 
William R. (Bill) King. | 
Woodrow W. (Woody) Miller | 
N. B. C. Engraving Co | 145 Hudson St., New York. . W Alker 5-9630. 
Nat B. Capra. | 
#New Hermes Engraving Machine Corp 13-19 University Pl., New York 3 
H. Susskind. 
New York Stencil Works 221 Fulton St., New York BA 7-4997-8 
Henry C. (Hank) Hopp. 
R. FE. Peoble. | 
Packard, J. S8., Ine 200 Hudson St., New York 13 W Alker 5-4925. 
Mildred A. Packard. 
Harold P. Bridener. } 
Reese, Stanley H- ‘ 57 Warren St., New York 7 CO 7-4048. 
Stanley H. (Doc) Reese, Sr. | 
Stanley H. Reese, Jr. 
Reese, 8. W., & Co | 53 Ann St., New York 38_-- BEekman 3-4654-5. 
| Sherman W. (Sherm) Reese. 
Harry Whitman. | 
#Russell, Holbrook & Henderson, Inc 292 Madison Ave., New York 17 MUrray Hill 
Robert T. Lunn. 5-3494. 
Lewis Russell. | 
Sheridan & Nichol, Ine_.......---- | 64 Murray St., New York 7. BArclay 7-6976. 
i Philip V. (Phil) Sheridan. 
% Sossner Steel Stamps y 7 161 Grand St., New York 13--- Digby 91470. 
ha A. J. Sossner. 
t H. M. Newell. | 
‘ Specialty Ink Co., Inc_- 48 New Chambers St., New York 7 BEekman 3-5296. 
Harry Werwa. 
Standard Stamp & Stencil Works, Inc 120 Fulton St., New York 7-_-. BArclay 7-0642. 
(Miss) Cicely (Cis) Sugarman. 
(Mrs.) Jeanette F. Scheuer. 
4 Stewart, R. A., & Co., Ine wate 80 Duane St., New York 7_-. W Orth 2-0314. 
9 Simon J. (Si) Donnelly. } 
4 “Superior Marking Equipment Co- -- 200 5th Ave., New York 10 
a George R. Smith. 
; Time, Date & Number, Inc. .......--..- 368 Broadway, New York 13-------- W Orth 4-1666. 


C. F. (Chis) Bachmann. 
Wm. (Bill) Indelicato. 

Consolidated Stamp Manufacturing Co., Inc.} Spring Valley...........-. . 
A. W. Schmidt, Sr. 


sa RAs + 


2 Numerall Stamp & Tool Co__...............' 379 Hugenot Ave., Staten Island 12....| HO 6-0814. 
z M. (Max) Bayerdorffer. 

Banning, W. E. Stamp & Stencil Co_.._.--- 20044 Water St., Syracuse 2.. 
j (Mrs.) W. G. Morrell. 

go See 269 Erie Blvd. West, Syracuse 2 2-9275, 
% F. W. (Fred) Atkinson, Jr. 
x PENNSYLVANIA 
& z eek. oe 

| 
f American Stamp & Stationery Co........-.-- | 539 Hamilton St., Allentown.......- -| 40486. 
Joseph H. 8. (Joe) Roberts, 
k Harrisburg Stencil Works... I _..-.--| 14 North 5th 8t., Harrigburg-...-.-...-... HA 5479. 
x _ (Miss) K. G. (Kathryn) McCann. 
’ Commereial Stamp Company-.-.-.......--.---| 424 Walnut St., Philadelphia 6. - -- LOmbard 3-4545, 
_ J.J. (John) Norcross 

Crown Marking Equipment Co gives Belfield & High Sts., Philadelphia 44 

; 8. J. Donnelly. 
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Legend for 


DISTRICT 2 


PENNSYLVANIA 


Firm 


Curry, Samuel F., Inc 
William B. (Bill) Curry, 
Samuel F. (Sam) Curry 
William B. (Bill) Curry, 

Dilks, H. & Co 
Michael F. Sheridan. 

Evans & Convery 
Edward (Ed) Sedgley 
Fred W. (Wes) Evans 

Keystone Stamp & Stencil Works 
Paul A. Hummel 
Alfred (Al) Schauble. 

*Matthews, Jas. H., & Co 
D. J. Egan 

Metal Supply Co 
Elliott (Fl) Frizlen. 

William (Bill) Frizlen, Jr. 

Quaker City Stencil & Stamp Works 
Richard W. (Dick) Shindler. 


Jr 


National Seal Works 
Robert (Bob) Reinhard 
Harry M. Reinhard. 
Southern Stamp & Stationery Co 
8. 8. (Sam) Rosendorf, Jr. 
Virginia Stationery Co., ne 
Sam Iseman. 


O. K. Marking Devices, Ltd__......... 
Harry Knowlden. 


Fred J. Meadows. 


Sachs-Lawlor Co., The 
Henry E. Sachs. 
Joseph P. Crow. 

Stemac Co 
W. E. Stevens. 





Bankers Rubber Stamp, Inc............. 


Norman Paul. 


Des Moines Rubber Stamp Works....-. 


Frank Child. 

Frank (Buz) Child, Jr. 
Young Bros. Stamp Works 
Maurice A. Young. 
Merle Young, Jr. 

Hollar, F. P., & Son___. 
E. F. (Ernest) Hollar. 
G. H. (Hartmann) Hollar 


FIELD CONFERENCES ON 


, 





FEDERAL SUPPLY MANAGEMENT 


membership lists—Continued 


Continued 


continued 


Address Phone 


231 Chestnut St., Philadelhia 6 M Arket 7-0990) 


1613 Sanson St., Philadelphia 3 


24 North 6th St., Philadelphia 6 LOmbard 3-7836 


219 Arch St., Philadelphia 6 M Arket 7-3868 


401 North Broad St., Philadelphia 


2440 Germantown Ave., Philadelphia | STevenson 7-220 


33. 


234 Arch St., Philadelphia 6 M Arket 7-4418-9 


VIRGINIA 


1219 East Main St., Richmond 1 | 3-8313 
90 Broad St., Richmond 3-5387. 
913 East Main S8t., Richmond 19. 3-9189 


DISTRICT 3 
CANADA 


| 
| Davin Bldg., Regina, Saskatchewan. .| 22856. 


COLORADO 


1543 Larimer St., Denver..............| ALpine 3422. 


1277 South Cherokee, Denver 2 __.....| SHerman 2431. 





1OWA 
--.-| 421 9th St., Des Moines 9.............- 
----| 215 5th Ave., Des Moines 9............ 8-7253, 
----| 1307 Howard Ave., Muscatine......... 2866. 
--o-| 221 Sth Ave., Sioux City 16............ 8-27 
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DISTRICT 3—Continued 


Firm 


Crown Rubber Stamp Co.-...........-.. 
G. E. (Ed) Livingston. 
Hoff Rubber Stamp Co., Inc 
Henry Hoff. 
Stanley C. (Stan) Hoff. 
lwin City Stamp & Stencil Co 
H. W. (Buster) Beckgren. 
Wendell’s, Ine ; 
J. N. Jim) Barnum. 
Wm. E. (Bill) Bryant. 
Williamson Stamp Co 
Axel F. (Ax) Peterson. 
Advance Stamp Works 
W. F. (Bill) Lorenz. 
George E. Tischler. 
American Stamp Works. - 
Robert H. (Bob) Messing. 
Carnes Stamp Co ndidanimsiiithisnon dite 
Donald L. (Don) Carnes. 
Minnesota Marking Products. -._-........--- 
George G. Roussopoulos. 

John G. (Jack) Murphy. 
Northwestern Stamp Works. _._..-.-.-.-- 
John Aluin (Johnny) Herrmann. 

©, R. (Cy) Carlson. 
Gt, Pe IN oo cosieceeseecenccnss 
FE. M. (Ed) Mellgren. 
Ed Mellgren, Jr. 
J. C. Jim) Meligren. 


Allen Marking Products, Inc__..-....--...-- 
Howard K. Hendricks. 

Best Stamp & Manufacturing Co___..._._.-- 
Morton I. (Mort) Newell. | 
Frank V. Newell. 

Liopetiets Ti is Oe UR, .n osdccesscintcctecscs 
Lewis G. (Louie) Dore. | 
Earl Harsh. 

A a 
Charles (Chuck) Henderson. ‘ 


MINNESOTA 


Address 


214 South 5th St., Minneapolis 2 


224 South 4th St., Minneapolis 1 


516 South 5th St., Minneapolis 15 


325 Marquette Ave., Minneapolis | 


16 North 3d St., Minneapolis 1_..__. 


138 East 5th St., St. Paul 5 


304 Robert St., St. Paul 1 


315 Jackson St., St. Paul 1 


26 East 4th St., St. Paul 1............. 


321 Ceadr St., St. Paul 1. _- 


65 East 5th St., St. Paul 1____. 


MISSOURI 


1513 Oak St., Kansas City 8___- 


NERRASKA 





Artcraft Rubber Stamp Co__.........-.....- 
Arthur (Art) Prouty. 

COs Be rs enc biadewenntonce 
J. Lawrence Cooke. 

Cooke Time Stamp Co., The.............-.- 
J. Lawrence Cooke. 

Western Stamp & Stencil Co___............- 
Fred L. Johnson. 
George D. Johnson. 


311 Séuth*I3th St., Omaha 2 





Fargo Rubber Stamp Works................ 
C. M, (Cy) Fossum, 


NORTH DAKOTA 


900 Baltimore Ave., Kansas City 6_- 


1111 Farnam St., Omaha 8____._.._-. 
1111-13 Farnam St., Omaha 8____..._- 


1120 Farnam St., Omaha 8-____.....- 


Phone 


M Ain 4543 


A Tlantic 5454 


GEneva 5741. 


M Ain 3548, 


M Ain 0481. 


CE 1331. 


CEdar 5221. 
G Arfield}2696 


C Edar 7171. 
GArfield 7475. 


GArfield 3375-6 


Victor 0963. 
| HA 4466. 


HA 2511. 


Victor 0974. 


| A'Phantic 8806, 
JAckson 7175, 


J Ackson 7175, 


.-| JAckson 1714, 
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Firm 


Marsh Stencil Machine Co 
Valt Marsh 
FE. J. (Gene) Marsh 
Accurate Rubber Plate Engravers 
Louis Fineberg 
Joe Schillaci 
Acme Bronze Co 
lom Jackson 
Action Molded Products Co 
Arthur C. (Art) Valiant, Jr 
Donald A. (Don) Fredericks. 
American Brush Corp 
Bennett Goodman 
American Seal & Stamp Co 
Jos. A. (Joe) Pardi, Sr 
Jos. A. Pardi, Jr 
Donald E. (Don) Pardi 
Art Novelty Manufacturing Co 
F. H. (Frank) Eyman 
Bankers & Merchants Stamp Works 
S. M. (Samual) Weissman 
Lowell H. Weissman 
*Cadillac Stamp Co 
Frank Goelrt 


Consolidated Stamp Manufacturing Co., Inc 


Ross C. (Mac) McRae 
Eugene B. (Gene) Wade. 

Dorson Corp 
r, M. (led) Wroble 

Eagle Stamp Works, Inc. 

Eugene B. (Gene) Wade. 
Ross ©. (Mac) McRae. 

Force, Wm. A., Western Sales, Inc 
D. J. Wilken. 

Fraser Stamp & Seal Co., Inc 
Leo Fraser 

Hanson, C. H. Co., The 
Henry J. Hanson. 
Charles Hanson. 

Henry W. (Bud) Hanson. 

Hellesoe, Hans H 
Paul E. Heidemann. 

Kiwi Coders Corp 
J. O. MeKay 

Lauer, Wm. A., Co anee 
Wm. A. (Bill) Lauer. 
Francis J. Lauer. 

Martin & Co lial 
H. M. (Harry) Daughtrey. 

*Matthews, Jas. H. & Co 
C. B. (Barney) Calder. 

Merthants Stamp & Stencil Co., Inc. ..... 
Charles Harfst, Jr. 

Meyer & Wenthe, Inc_- 

John W. Meyer. 

Nauert, F. C., Co 
Fred C, Nauert. 

#Parisian Novelty Co-__. 

Harry J. Joseph. 
Louis E. Kahn 

Pierce Wrapping Machine Co 
Edward (Ed) J. Schrubb. 
Berlvn (Byn) Pierce. 

Quality Die Co 
Otto E. Hoffmann. 

Erich O. Hoffmann. 

Republic Engraving & Design Co 
John A. Brown. 

Rite Engraving Co., Inc., The 
Louis A. (Luigi) Zoechi 
Milton 8. (Milt) Applebaum. 
Adolph (Ader) Salvatori. 

Rueffer Stamp Works, Inc geccaale 
William (Pete) Rueffer. 

Anthony (Tony) Ritt. 

Safford Stamp Works, Inc 

Arthur C, (Art) Sturm. 


| 3065 East 938d St., Chicago 17 


| 615 West Randolph St., Chicago 6 


DISTRICT 4 


ILLINOIS 
Address 
707 East “B”’ St., Belleville 


1359 West Washington Blvd., Chica- 
go 7. 


8615 South Racine Ave., Chicago 20 


7211 Irving Park Rd., Chicago 34 


1113 North Franklin St., Chicago 10 


32 South Clark St., Chicago 3 


1515 West Cullerton St., Chicago 8 


$229 North Sheffield Ave., Chicago 13 


3000 Irving Park, Chicago 18 


1123 West Washington Blvd., Chicago 


‘. 


605 Washington Blvd., Chicago 6 


1123 West Washington Blvd., Chicago | 


216 West Jackson Blvd., Chicago 


81 West VanBuren St., Chicago 5. - 


303 West Erie St., Chicago 10 


2444 West Ainslie St., Chicago 25 
3804 North Clark St., Chicago 13 | 


3819 South Halsted St., Chicago 9_- 


4445 Ravenswood Ave., Chicago 40. 
3729 Belmont Ave., Chicago 18____.-. 
184 West Washington St., Chicago 2_- 


30 South Jefferson St., Chicago 6 


127 South Market St., Chicago 6 


3510 South Western Ave., Chicago 9 


625 West Jackson Blvd., Chicago 6-- 


311 North Desplaines St., Chicago 6 


2926 West Belmont Ave., Chicago 18 


205 West Madison St., Chicago 6 





SUPPLY MANAGEMENT 


Phone 


HUdson 3-5077 


TUxedo 9-9200. 


C Entral 6-2619 
C Anal 6-7711. 
Bittersweet 8-6234 


IN 3-1322. 


C Hesapeake 3-30% 3 


RAndolph 6-1450. 


C Hesapeake 3-3090 


RAndolph 6-6937 
38. 


8 Uperior 7-1130. 


LOngbeach 1-1085 


YArds 7-4543. 


LOngbeach 1-5110 
K Eystone 9-6773, 


RAndolph 6-2911 


| FRanklin 2-2822. 


| STate 2-2240. 


Virginia 7-1212. 


ANdover 3-3823. 


ESsex 5-6601. 


ST ate 2-4540. 


| RAndolph 6-6957. 


JUniper 84280. 


RAndolph 6-2057. 
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DISYRICT 4—Continued 


ILLINOIS—continued 


ge LESSER RA ne! he her 


ae 


cals 


[eh ececihiet 


5 reels 


Be 


Firm 


ne 


Schmidt, Geo. T., Ine 
Raymond G. (Ray) Schmidt. 
Ralph J. Foley. 

Sigwalt Manufacturing Co., The 
J. Floyd Sigwalt. 

Superior Marking Equipment Co 
}. R. Jud) Swift. 
Rk. W. (Roy) Redin. 

Wileox, W. W. Manufacturing Co 
J. M. Voorhees. 

Weese Printing Co 
Julius G. Weese. 
John M. Weese. 

#Studebaker Machine Co 
W. E, Guest. 

Aimen’s.. : 
Arch Aimen. 
Jack Aimen. 


Evansville Stamp & Supply Co- --. 
Edward W. Espenlaub. 
Mayer, Geo. J. Co 
Lewis C. (Lew) Duncan. 
Thoms Rubber Stamp Works 
Fred H. Thoms. 
Mildred H. Thoms. 


Lake Shore Engravers 
Kent H. Hughes. 

Forbes Stamp Co., The 
Wm. (Bill) Van Prooyen, Jr. 
Kenneth (Ken) Van Prooyen. 


Joslin, A. D., Manufacturing Co 


Norman (Norm) Sheras. 
Emanuel (Mandy) Sheras. 
Muskegon Marking Equipment Co 
Charles E. (Chase) Nielsen, Sr 
Charles E. (Chuck) Nielsen, Jr. 


Adams, S. G., Co 
S. 8. Adams. 
American Rubber Stamp Co. 
W.C., (Bill) Kerls. 
R. W. (Russ) Kerls. 
Barnard Stamp Co 
G. A. (Jerry) Venker. 
Wm. G. (Bill) Venker. 
issouri Brush & Crayon Co... 
Joseph A. (Joe) Elges. 
W. C. (Wes) Shervey. 
Chas. K. Schweizer Co 
John E. Schweizer. 
Wm. H. (Bill) Krueger. 


N 


25062—53——18 


Address 


4100 Ravenswood Ave., Chicago 13 


2011 North Lawndale A ve., Chicago 47 


1800 Larchmont Ave., Chicago 13 


564 West Randolph S8t., Chicago 6 


8 North Joliet St., Joliet 


1221 South 9th Ave., Maywood 


309 Madison, Peoria 


INDIANA 


102 Main St., Evansville 8 
546 East Market St., Indianapolis. 


1805 Park St., Terre Haute 


MICHIGAN 


279 9th St., Benton Harbor 


232-234 Ottawa Ave 
Rapids 2. 


NW., Grand 


123 Arthur, Manistee 


1147 3d St., Muskegon 


MISSOURI 


920 Olive St., St. Louis 8 


2324 North Florissant Ave., St. Louis 6 


310 Olive St., St. Lonis 2 


2728 Brentwood Blvd., St. Louis 17 


231 Russell Ave., St. Louis 4 


Phone 


E Astgate 7-0300. 


BElmont 5-6872 


W Ellington 5-4810. 


JOliet 9176, 


M Aywood 65 


3-5200 


3-2905. 
IM 6422 


C-1570 


GL 61577 


214 


2-8884. 


M Ain 2215. 


C Entral 5750. 


M Ain 2547. 


REpublic 9906. 


LAclede 8600. 
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Legend for membership lists— 


DISTRICT 4 


Firm 


Rubber Engraving & Stamp Co 
Edlee L. (Ed) Karnz 
Hafemann Rubber Stamp Co 
Harry A. Hafemann. 
Reliance Stamp & Stencil Works 
Otto H. Schumann 
Rubber Art Engraving Co 
Elmo M. McFarland 
Schwaab Stamp & Seal Co., The 
Norbert C. Wolter. 
Harry K. Gray 
Wisconsin Engraving Co 
Harry A. Witt 
# Gorton, George, Machine Co 
George Gorton, Jr 
Harlow Klema 


Noble 
The 
William C. (Bill) Westbrook 
Howard B. Noble 
Aetna Stamp & Engraving Co 


& Westbrook Manufacturing Co., 


W.A. Glahn 
Dutton, C. H. Steel Stamp Co., The 
Charles H. (Charlie) Dutton. 


Edward W. (Ted) Price 
Hartford Stamp Works, The 
S. D. (Sam) Rulnick 
Milton (Milt) Rulnick 
Parker Stamp Works, Inc., The 
Jack T. F. Bitter 
H. Calvin (Bus) Bitter 
Preston Engraving Co 
Anthony Monaco. 
Russell, A. G., Inc 
A. G. (George) Russell 
Taylor & Helander Manufacturing Co., The 
B. (Bert) Helander. 
Hoggson & Pettis Manufacturing Co., 
Carl A. Stephan 
Geo. E. Brickwood. 


The 


Tufts Bros 
G. R. (Royal) Tufts 
F. H. (Fred) Tufts 


Allen Bros. Corp ‘ 
J. Warren Wales. 
Bauer, Adolph 
Adolph Bauer. 
Dimond-Union Stamp Works, Inc 
Richard M. Lee 
Edwards, T. J., Inc 
H. E. (Herb) Edwards. 
Robt. B. Fowle. 
Federal Stamp Co 
Harry T. Leach. 
* Matthews, Jas. H., & Co 
Hugh T. Lordon. 
Spencer, 8. M., Manufacturing Co 
Richard E. (Dick) Beckert. 
Mason, W. B., Co 
Samuel (Sam) Kovner. 
Carter's Ink Co 
W. M. Fletcher. 


Continued 
Continued 


WISCONSIN 
Address 


405 13th Ave., Green Bay 

739 North 2d St., Milwaukee 3... 
218-A East Mason St., Milwaukee 2 
2617 North 15th St., Milwaukee 6 


547 North Water St., Milwaukee 2. . 


2047 North 30th St., Milwaukee 10 


1321 Racine, St., Racine 


DISTRICT 5 


CONNECTICUT 


20 Westbrook St., East Hartford 8 


71 Asylum 8&t., Hartford 


516 Asylum St., Hartford 5 


104 Asylum St., Hartford 3 
650 Franklin Ave., Hartford 1 


276 Franklin Ave., Hartford 

04 Allyn St., Post Office Box 1685, 
Hartford 3. 

18 Hartford Ave., New Britain 


141 Brewery St., New Haven 7 


MAINE 


193 Middle St., Lewiston 


MASSACHUSETTS 


17 Cornhill, Boston 8 
81 Washington St., Boston 8_- 
do 


121 Beach St., Boston 5- - 


19 High St., Boston 10 

470 Atlantic Ave., Boston 10 
3 Cornhill, Boston 8 

59-61 Center St., Brockton 35 


239 Ist St., Cambridge 42 


FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


Phone 


HOward 7399. 

M Arquette 8-1282. 
DAly 2380. 

DAly 1746. 


KIlbourn 4790 


JAckson 415 


8-2181. 


6-5887. 


6-4276. 


6-7171. 


46-1651. 


6-9093. 


N. B. 3-0532. 


5-4189. 


47541. 


CA 7-2132. 


LAfayette 3-7130. 
Liberty 2-7687. 


Liberty 2-1336. 
Liberty 2-2730. 
CApital 7-0374. 
Brockton 751. 
KIrkland 7-2950. 
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MASSACHUSETTS— continued 


Firm Address Phone 


Green Instrument Co-.- ead 7 385 Putnam Ave., Cambridge 39 ELiot 4-2989 
Edwin T. (Ed) Green. 
W. Franklin (Frank) Fullerton, Jr. 


Greenfield Steel Stamp Works, Inc. -_-_- 2 Mead St., Greenfield : ; 5638. 
William J. Thompson. 
Fay A. Boyden. 

Belle-Vue Stamp & Die Co. ._.........- ..| 254 Locust St., Holyoke. . ; 2-2218. 
Kenneth M. Belliveau. a 

Paragon Stamp Works. -........-.-.-- _....--| 1843 Purchase St., New Bedford__-- N. B. 68277. 


Joseph J. Penler. 
John 8. Penler. 

Rivet-O Manufacturing Co er ee 44 Mill St., Orange.......... A Thol 2030 
Howard R. (Howie) Day. 

City Stamp Works...........-.-- P ...| 317 Dwight St., Springfield 
Jack Zambazian. 

Worcester Stamp Co eames ..----| 19 Beacon St., Worcester 8... " 4-5624, 
Walter H. (Walt) Sharpe 
Russell F. (Russ) Mosman. 


RHODE ISLAND 


Central Rubber Stamp Works. ...-------| 35 Westminister St., Providence 3 DE 9609 
George C. Goehring 
Craven-Whittaker Co., Inc. ...............- 215 Georgia Ave., Providence 5 WI 1-6311 


Fred Whittaker. 
Albert (Al) Wheeler 

Smith, Maurice C., Co., Inc__-..-- = 52 Pine St., Providence 3 “ GA 1-1064 
G. F. Gilmartin. 


DISTRICT 6 


ALARAMA 


Roberts, Osce, Stamp & Printing Co__----- 191144 Ist Ave., North, Birmingham 3_| 3-0424. 
(Miss) Naldo Roberts. | 


ARKANSAS 


| 1s, i 
Reynolds Stamp Co., Ine. ___...-.-. wpaiaaaih | 125 East 3d St., Little Rock_........- 2-4984., 


Fred B. (Ted) Longstreth. 
(Mrs.) F. B. (Lois) Longstreth. | 
FLORIDA 
Corporation Seal & Stamp Co_............-- 339 Northeast 2d Ave., Miami 32._____| 2-1886 
Lewis (Lew) Koehler. 
Universal Fountain Brush Co_.............. 205 15th Ave. SE., Post Office Box | 7-7903. 
Milton B. Wright. 295, St. Petersburg. 
Donald C. (Don) Wright. | 
GEORGIA 
Dixie Seal & Stamp Co.....................- 83 Poplar St., Atlanta 1_......-- ..| WA 8883. 
Stephen J. (Smitty) Schmidt. 
Arthur (Colonel) Wrigley. 
Southern Stamp & Stencil Co_._......._._-- 105 Marietta St. NW., Atlanta 1_.....| WA 4431. 
R. C. (Ralph) McCoy. . | | 
T. K. (Tommie) Fuller. | 
Stamp & Stencil Co., The............-_---- | 326 West Bay St., Savannah-_-_-___..-- | 2-1006. 


H. A. (Mike) Ernst. 
H., A, (Andy) Ernst, Jr. 
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N¢ wt) eu 
W. J. (Bill) Lusey, Jr 
lohn I). Gohnnie) Eagar 

Seiffert, Pau] E., & Sons 


Paul M. Seiffert 
John G Johnnie) Seiffert 

Smith’s, Ed., Stencil Works 
Morris Maret 

Wand Rubber Stamp Works 
Hart A. Wand 

Dixie Rubber Stamp & Seal Co 
R. W. (Bill) Terry 

G Manufacturing Co 
Owen F. Gregory 

©. K. Stamp & Seal Co 


Aldy Ger 


Cooley, W. J. & Co 
Joe Biuesteir 
Dury, Geo. C., Co 

J. E Jed) Dury 


Whitney Co 
L. C. (Whit) Whitney 
Corpus Christi Stamp Works 
Wilson P, Southwell, Sr 
Acme Rubber Stamp Co 


J. R. (Miteh) Mitchell. 
Fellers, Roy M., Co 

Roy M. Fellers. 
Lake, Fred L., & Co 

John D. Slater 

Cc. C. (“C”) Shuffield 
Cartan, R. E 


Gilbert Varo 
Hagood, C. O 
Mulholland, Joe A. & Co 
Joe A. Mulholland, Jr. 
Love, J. V., & Co 
E. E. (El) Joel 
Mrs.) E. E. (Tar) Joel 
Gribble Stamp & Stencil Co 
C. W. (Bill) Gribble 
Houston Stamp & Stencil Co., In 
Julian C. (Bug) Laroche 
Erwin Y (Cot) Cottingham 
Meyer, Chas. F., & Co 
Sam (Sammie) Mauro, Mer 
Richardson’s Rubber Stamp Works 
J. Robt. (Bob) Richardson, Sr 
James R. (Jim) Richardson, Jr 
Davis, Fletcher 
Fletcher (Tex) Davis 
san Antonio Rubber Stamp Co 
Wilson P. Southwell, Sr 
Wilson P. (Bill) Southwell, Jr 
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s Stamp & Stencil Co., In 
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FEDERAL 


Continued 
Continued 


LOUISIANA 


Address 


$330 C 


smp St., New Orleans 12 


624 Carondelet St., New Orleans 12 


426 Camp St., New Orleans 12 


740 Union St., New Orleans 12 


MISSISSIPPI 


516 East Amite St., Jackson 27 


110 Caper St., Post Office Box 1303 


Jackso 


OKLAHOMA 


118 West 
City 2. 


Grand Ave., Oklahoma 


TENNESSEE 


100 Hernando St., Memphis 1 


420 Union St., Nashville 3 


TEXAS 


609 Harrison St., Amarillo 1 
723. North 
Christi 
170344 Live Oak St 


Mesquite St Corpus 


, Dallas 1 


2207 Olive St., Dallas 1 


1015 Elm St., Dallas 2 


301 Hemphill St., Fort Worth 

111 East 4th St., Fort Worth 

105 Northeast 12th, Post Office 
727, Fort Worth 

2219 Mechanie St., 


Box 





Galveston 


2101 Franklin Ave., Houston 14 


2600 West McKinney Ave., Houston | 


1110 Preston Ave., Houston 2 


1308 Walker Ave., Houston 1 


212 3d St., San Antonio 5 


510 North Presa St., San Antonio 6 


SUPPLY MANAGEMENT 


Phone 
RAymond 2960 
C Anal 6374 


RA 4410 


RA 2128. 


RA 0981, 


3-7853 


x 


2104 


> 3669 


6-9061 


R-2705. 
Riverside 4997 


CEntral 4444 


Market 1153 


26941 


AT wood 85358. 


JU 4158-59. 


P Reston 7724 


Preston 2151, 


F-1351. 


C-7189. 
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DISTRICT 7 


ALASKA 
Firm Address Phone 
Anchorage Rubber Stamp Co Box 1165, Anchorage 
Rex E. Ehrhart 
(Mrs.) R. E. (Violet) Ehrhart 
CANADA 
British Columbia Stamp Works, Ltd 581 Richards St., Vancouver, British PAcific 6723 
B. F. (Mac) McEachran Columbia 
| J. (Jack) Burns 
| Hewitt, Geo. H., Co., Ltd., The > Homer St., Vancouver 3, British P Actfic 6148 





C. H. (Cedric) Cherry 





Jumbia 


OREGON 


Atlas Stamp & Die Co Southeast 24th at Broadway, Portland 
Ray Blatzell 

City Rubber Stamp Co 421 Southwest 2d Ave., Portland 4 BRoadway 2881 
K. H. (Ken) Pearson 

Gillespie Decals, Inc 20 Southeast 8th Ave., Portland 
R. E. Gillespie 

Irwin-Hodson Co., The 439 Northwest 15th Ave., Portland 9 B Roadway 2401 


F. H. (Fred) Bronner 
E. D. (Don) Ross 

Krebs Bros. Pacific Coast Stamppad Works 204 Southwest Stark St., Portland 4 4 T water 2089 
Julius (Jules) Krebs 
Chas (Charlie) Krebs 

Portland Stamp & Seal Co 526 Southwest Pine St., Portland 14 A T water 9898 
E. J. (Emanuel) Schiews 
Ray J. Schiewe 


WASHINGTON 


Grays Harbor Stamp Works 110 North G St., Aberdeen Aberdeen 644 
C. A. (Windy) Windell 

Pacific Coast Stamp Works 2134 3d St., Seattle 1 EL 6464. 
William J. (Bill) Dunning 

Puget Sound Stamp Works 120 Marion St., Seattle 4 EL 4566 
Clarence L. Larson 
Robert P. (Bob) Sherry 

Seattle Rubber Stamp Co 912 3d Ave., Seattle 4 M Ain 842( 
A. T. (Art) Partridge 

Stan Hall Rubber Stamp Co.. 911 Western Ave., Seattle 4 M Utual 1984 
Stanley (Stan) Hall, Jr 

Inland-Pacific Stamp Works 516 West Sprague Ave., Spokane 4 M Ain 4928 
A. H. (Andy) Rumpeltes 
John C, Olson 

Spokane Stamp Works West 409 Ist Ave., Spokane 4 M Ain 2872. 
Ross Eliot Jensen 

A-1 Stamp Works 1008 A St., Tacoma MA 7482 
Warren W. Schiliiter 

Tacoma Rubber Stamp Co 933 Commerce St., Tacoma 1 BR 325 


Edw. J. (Ed) Garrison 
Donald W. (Don) Sessions 


West Coast Engravers 921 Market St., Tacoma 
Glenn Daugherty 
Yakima Stamp & Seal Works 16 North 2d St., Yakima R86. 


Don W. MeNeice 
Howard W,. MeNeice 
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Legend for membership lists—Continued 


Firm 


Superior Rubber Stamp Mfg. Co 
Earl I 

Hollywood Rubber Stamp Co 
Phyllis Goodrich 
G. (Fred) Lobitz 

Ace Stamp & Stencil Co., Ine 
Paul E. Lenk 

Advance Rubber Stamp Co 

Dent DeLong 


Gos 








A merican-Pacific Stamp Co 
Ernest ( shaw 
( porte av E 

Chipron Stamp & ery Co 
Albert K. (Al) S th, dr. 
Ed d F. (Ed) Tomek 


Crescent Rubber Stamp Co 
Walter R. Kaiser 
\ imp & Stationery Co 
Al C. Davidsor 
Menke Marking Devices 
E. F. Menke 
Mercury Metal Die & Letter Co 
Clayton B. (Bud) Laveau 
Sylvester Supply Co 
Leo R. Sylvester 
Victor Rubber Stamp Co 
Harry Paul Taylor 
Oakland Rubber Stamp Co 
Rose Bostick Tanquary 
C. B. (Tan) Tanquary 
Pasadena Rubber Stamp Works 
R. L. Tryon 
Sleeper Stamp & Stationery Co 
Henry A. Sleeper 
ABC Manufacturers ° 
J. H. (James) Reed 
H. M. (Hilma) Reed. 
City Rubber Stamp Co 
R. F. (Diek) Studer. 
Cordray, A. F. & Co 
A. F. (Art) Cordray 
Eugene (Gene) Cordray. 
Force, Wm. A., & Co., Ine 
John W. (Tinkle) Bell 
Nutter, H. M., Co 
Herman G. Hein 
Patrick & Moise-Klinkner Co 
J. Howard Patrick 
Sig Pels 
Precision Electrotype Co 
Neville J. Rich 
Delbert C. (Nick) Nicholl 
*Superior Marking Equipment Co 
R. H. Laeremans 
Tully-Wihr Co 
4. B. (Art) Bowe. 
Betty Dibert 
United Stamp & Die Co 
John B. (Jack) Lavoria. 
Joseph L. (Joe) Lavoria. 
James L. (Jim) Lavoria 
Richard M. Weber 
Anderson Stamp Co m 
A. S. (Andy) Anderson 
Orange County Stamp Co 
W. T. Lambert 
Independent Rubber Stamp Co 
Gerry O'Connor 
South Gate Rubber Stamp Co 
Don E. Hunt 
B & L Moulding Supply Co 
Paul Bloomquist 
e Rubber Stamp Co 
Arthur W. Wohlwend. 
John W. Wohlwend 
Markey, John E 





T 
Los 








DISTRICT 8 


CALIFORNIA 


Address 


1256 South Glendale Ave., Glendale 5 


6779 Santa Monica Blvd., Hollywood 
38 


5261 East Washington Blvd., Los 
Angeles 22 


4975 Huntington Dr., Los Angeles 32 


1523 East Washington Blvd., Los 
Angeles 21 


627 South Hill St., Los Angeles 14 


1426 South Broadway, Los Angeles 15 





1500 Los Angeles St., Los 
Ang 
4n W Manchester Ave., Los 





Angeles 3 

546 East 16th St., Los Angeles 15 

3201 West Florence Ave., Los Angeles 
43 

4607 York Blvd., Los Angeles 41 


388 12th St., Oakland 7 


40 East Colorado St., Pasadena. 
1015 Eighth St., Sacramento 14 


461 Bush St., San Francisco 8. - . 


533 Mission St., San Francisco 5 


343 Kearny St., San Francisco & 


682 Mission St., San Francisco 5.. 
244 Pine St., San Francisco 4 


560 Market St., San Francisco 4 
1045 Sansome St., San Francisco 11. 


533 Mission St., San Francisco 5 


103 Main St., San Francisco 5 


340 Sacramento St., San Francisco 11 


772 Harrison St., San Francisco. 
1671 Stone Ave., San Jose. 


30644 West 4th St., Santa Ana 

8452 State St., Postoffice Box 30, South 
Gate 

9605 California Ave., South Gate 

1056 Arroyo Dr., Box 16, South 


Pasadena 
1012 Mission St., South Pasadena 


411 West Fremont St., Stockton 


Phone 


HEmpstead 3111. 


P Rospect 9857. 


Richmond 5406. 


rRinity 2971. 


P Rospect 8295 


P Rospect 4331. 


Richmond 9383. 


CL 6-3784. 


GLencourt 1-0553. 


GIlbert 2-8997. 


E Xbrook 2-6177. 


GArfield 1-3054. 


SUtter 1-8903. 


E Xbrook 2-3744. 
DOuglas 2-5018 


EXbrook 2-2641. 


GA 1-0689. 


DOuglas 2-1935. 


DOuglas 2-2697. 


CY 4-3136. 


LA 5286. 


LO 6-0718. 


SYcamore 9-2786. 
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Firm 


*Ogden Stamp Co 

Salt Lake Stamp Co 
E. O. (Ted) Cannon, Jr 
Wm. W. (Bill) Cannon 


Barnard Stamp & Stencil, Ltd 
Willard 8. Freeman 
Richard W.S. (Dick) Freeman 

Embree Industries, Ltd 
W. R. Kemy 

Sterling Stamp & Stencil Co 
Warren R. Schram 

Capital Stamp & Staty. Co., 
G. H. (Jerry) Nicholds 

Super-Service Rubber Plate Co., 
P. J. Bidgood 

Art Stamp & Seal Company 
J. Kline 

Cairns, Bernard, Ltd 
Wm. B. (Bruce) Johnson 
John Bernard (Jack) Johnson. 

Canada Stamp & Stencil Co 
Jas. Gripton. 

Mack, C. W., Company 
Jas. J. (Jim) Cairns. 

S. B. (Steve) Brennan. 

Superior Mfg. Company 
George Pettet. 

Toronto Stamp & Stencil Wks., 
Stanley W. (Stan) Dowdell 
H.C. (Hume) Morrison. 

Wright Rubber Stamp Company 
James Wright 

Force, Wm. A., Ltd 
Wildred H. (Wilf) Harrison. 
Ernest R. (Reuben) Harrison. 

London Stamp & Stencil Co 
K. O. Zimmermann. 

Montreal Stencil Works, Ltd 
F. W. Dougherty. 

W. D. Armstrong & Company 
H. 8. Saltzman. 

Dominion Marking Devices Reg’d 
Ted Lerner 

General Engraving Works 
R. Baribeau. 


Ltd 


Hanson, John R 
Pryor, Edward & Son, Ltd 


Edward J. Urban 


Ltd 


Ltd 


Continued 
DISTRICT 8—Continued 


UTAH 


Address 


422 Kiesel Ave., Ogden 
3 We South, Salt Lake City 1 


74 Carling St., London 
299 Bank St., Ottawa 
66 Fraser St., Port Colbourne 

356 Bay St., Toronto 

roronto 1 


134 Richmond St. West, 


74 Dundas St. East, Toronto 


86 Richmond St. East, Toronto 1 


121 Bathurst St., 


Toronto 


Toronto 2 


137 Church St., 


100 Simcoe St., Toronto 1 


1215 Greene Ave., Montreal 28 


445 St. Peter St., Montreal 1 


687 St. Paul West, Montreal 
642 Craig St. West, Montreal 2 
1015 Bleury St., Montreal 1 


2 Larochell Ave., Levis 


OVERSEAS MEMBERS 


26 Ostergade, Copenhagen, Denmark 
Broom St., Sheffield 10, England 


NEW MEMBERS 


162 Williams St., Bradford, Pa 
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Phone 
3-3905 
» ; 4 


E L 0922 


E Mpire 3-1375 


E Lgin 8601 


E Mpire 3-1031 


W Averley 8039 


E Lwood 0546 


H Arbour 6866 
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FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART III 
(Section 1) 
(Meeting held at Alameda Medical Depot, Alameda, Calif.) 


THURSDAY, AUGUST 21, 1952 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS,’ 
Alameda, Calif. 

The meeting held at the Alameda Medical Depot, Alameda, Calif., 
on the Munitions Board Medical Supply Support Test, convened at 
9:30 a. m., August 21, 1952. 

Subcommittee members present : Representative Herbert C. Bonner, 
chairman; (Mrs.) Cecil M. Harden, Charles B. Brownson, and Thomas 
B. Curtis. 

Staff members present : Thomas A. Kennedy, general counsel; Ray 
Ward, staff director; and Herbert Roback, staff director, Reorganiza- 
tion Subcommittee. 

Armed services personnel present: Rear Adm. M. L. Royar, chief, 
Bureau of Supplies and Accounts, Washington, D. C.; Maj. Gen. P. H. 
Tansey, Assistant Chief of Staff, G-4; Maj. Gen. Silas B. Hayes, 
Deputy Surgeon General, United States Army; Maj. Gen. Dan C. 
Ogle, Deputy Surgeon General, Department of the Air Force; Rear 
Adm. bi “4 Hipp, commanding officer, Naval Supply Center, Oakland, 

Calif. ; Col. S. G. Asbill, United States Army, commanding offli- 
cer, Rlemead Medical Supply Depot; Lt. Col. J. J. Strnad, Medical 
Service C —_ Army liaison ; Commander W. E. Byrne, Supply Corps, 
Navy liaison; Capt. L. G. Jordan, Medical C orps, United States Navy; 
Maj. J. E. Dull, Medical Service Corps, Air Force liaison; and Maj. 
Clarence Retsky, representative of the Munitions Board. 

Mr. Bonner. The subcommittee will come to order. 

Before beginning the meeting, Colonel Asbill and you other gen- 
tlemen, I desire, for the purpose of those who probably have not met 
the full subcommittee, to introduce Mrs. Cecil M. Harden, of In- 
diana, the ranking minority member; Charles B. Brownson, of 
Indiana; Thomas = Curtis, of Missouri, and I am Congressman 
Bonner, of North Carolina. Also, Ray Ward, subcommittee staff 
director; Thomas Kennedy, counsel for the full committee; and 


1Name changed to Committee on Government Operations, July 4, 1952. 
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Herbert Roback, staff director of the Reorganization Subcommittee. 

This subcommittee is very much pleased to have the opportunity 
to visit Alameda and observe and discuss with you the Alameda 
Medical Test. It is my belief that this is a significant develop- 
ment in military supply management. It is the first time there 
has been a real attempt at supply distribution by unification of 
the Army, the Navy, and the Air Force. We hope that the test has 
worked well; the Congress hopes it has worked well, and most of the 
people of the United States, who are sweating under a huge debt and 
enormous budget, hope that it has worked well. 

This subcommittee feels a responsibility for getting this test started, 
and we want to thank Secretary Lovett for his cooperation in issuing 
his directive of July 17, 1951, which launched the program. We want 
to thank all the other people in the Munitions Board and the services 
who have cooperated in this important test. 

Gentlemen, it is not an easy job for Members of Congress to leave 
their homes, or leave Washington, to travel around the world and 
over the country to examine the expenditures of our armed services. 
It is not a pleasant job. 

Every member of this subcommittee and each Member of Congress 
has the highest regard for every man who wears the uniform, from 
the private to the top general, but the day has arrived when we have 
reached a limit on taxing the people, and something has to be 
done to bring about better management in the armed services and 
in our economy, so that we will not. have to raise more taxes to carry 
this part of the Government, which takes now 80 percent out of every 
tax dollar. This subcommittee conclusively believes, after its obser- 
vations made on a trip around the world to observe our military 
establishments, that it can be done. 

We have seen waste in every quarter of the world and here at home. 
We realize the magnitude of the job which you have to do, but private 
business organizations could not exist and carry on under similar 
conditions. There is entirely too much lost motion; there is entirely 
too much personnel in the operation, both commissioned and noncom- 
missioned, and civilians. The subcommittee believes with the co- 
operation of you gentlemen, who are just as interested in economy 
and your tax problems as the average citizen; and we believe, and 
other Members of Congress believe, that you want to do something 
about it and that it can be done. 

We simply cannot understand why two or three different services 
have to carry on the supplying of common items, in which there is no 
difference whatsoever with respect to the three different services, or 
the four different services. A man in uniform uses the same aspirin 
and the same other medicine that the civilian uses. This subcom- 
mittee believes that there are too many stocks carried; and as I said 
before, from men in industry who are familiar with this problem 
and from good sound testimony, we have come to the conclusion that 
the job can be done more economically. 

There is one other thing that I would like to call to the attention 
of you gentlemen here (H. Rept. 2330). This subcommittee has issued 
a report on our studies so far, and during the course of our visit here 
I would certainly like to leave a copy of this with everyone that has 
an administrative position in the medical field here. 

Colonel Asbill, you may proceed with your presentation. 
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STATEMENT OF LT. COL. S. G. ASBILL, COMMANDING OFFICER, 
ALAMEDA MEDICAL SUPPLY DEPOT; ACCOMPANIED BY COM- 
MANDER W. E. BYRNE, SUPPLY CORPS, NAVY LIAISON, ALAMEDA 
MEDICAL SUPPLY DEPOT 


Lieutenant Colonel Assit. First, I would like to introduce the staff 
here, or the group at the table. Major J. E. Dull, on that end 
[indicating] of the table, is the Chief of the Air Force Liaison See- 
tion; Commander W. E. Byrne, Chief, Navy Liaison Section, in addi- 
tion to being officer in charge, Medical - Dental Supply Depot, 

Naval Supply Center, Oakland; Lt. Col. J. J. Strnad, Chief of the 
Army Liaison group and I am the eammestthe officer of this depot. 

First, I would like to explain, on this brochure here {exhibit 1] 
for the matter of the record, that Commander Byrne, where his 
name appears here on the front page—I put these four names down 
so that you people would be familiar with the group that sits at the 
table, but that doesn’t mean that the group as a whole pre pared this 
brochure; Commander Byrne did not enter into the preparation of 
this brochure. I thought I had better set that straight to begin with. 

I would like to give you a brief report on the general information 
here—a little historical background—and I will deviate from the 
brochure. I don’t want to bore you with the figures which are in here, 
as they can be read at your own leisure. I know your time is quite 
limited, and we will hurry over this as fast as possible. 

On November 21, 1951, the Alameda Medical Depot at Alameda, 
Calif., assumed the distribution mission of the San Francisco Medi 
cal Depot, which had been a source of medical supplies for the Army 
since September 25, 1861, in the bay area. It was one of our oldest 
medical-supply points in the United States, dating back to 1861. 

We have approximately 100 acres in this post. It is comprised of 
five warehouses; and, if you gentlemen will reach in the back of your 
brochure, you will see a site plan, and I believe I can explain it a 
little better. The first checkerboard warehouse that you see at the 
top, Congressman Bonner, is the Quartermaster Market Center; they 
are a tenant here in this post. It supplies all the big daily food re- 
quirements for this area and the Far East, both for Army, Navy, and 
Air Force. 

The next building is our large warehouse, run by the Alameda 
Medical Depot. The next checkerboard warehouse, across from the 
administration building, is now occupied by the California National 
Guard. The two light-shaded warehouses are run by the Alameda 
Medical Depot. So much for the broad plan. 

Organization: The Alameda Medical Depot is a medical installa- 
tion, called a class II medical installation, directly under the Surgeon 
General, Department of the Army. However, I have not only the 
responsibility here as commanding officer of the Alameda Medical 
Depot but also as a post commander. I have tenants, which include 
the Quartermaster Market Center, California National Guard, and 
within approximately 3 months the Army Dental Laboratory will be 
here as a tenant. 

Under that responsibility, there are certain duties I have to dis- 
charge, not only to the medical depot but also to provide to these three 
tenants services such as fire protection, security, certain close func- 
tions, engineering facilities, and so forth, and so on. 
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The permanent organization of the Alameda Medical Depot is set 
forth in chart No. 1. This, by the way, outside of these two blocks 
[indicating] is ee al with all of our medical depots and the one 
you ere probably familiar with—the one on which you were briefed in 
St. Louis. We are set up identically, organizationally, as the St. Louis 
Medical Depot and as our Louisville Medical Depot. However, you 
will note up there [indicating] the Army Review and Liaison Sec- 
tion, the Air Force Review and Liaison Section, and the Naval Review 
and Liaison Unit, headed by these two gentlemen here [indicating], 
and Colonel Strnad heads up the Stock C ontrol Division, which com- 
prises the Army Liaison Unit, which approves all requisitions. Those 
are the only two blocks different from the St. Louis operation. 

We have an executive officer, special staff, and a management office ; 
and then we get down to the line and mission elements, we have the 
Stock Control Division, the Storage Division, the Depot Maintenance 
Shop Division, Optical Division, and the Purchasing, which is identi- 
cal, only on a smaller scale to that which you saw at St. Louis. That is 
the main background of this depot. 

The primary mission of the depot is to receive and store all classes 
of medical supplies, except items which are keyed to another depot. 
[ believe it was explained at St. Louis that they were our key depot 
in our system. They have certain types of items there that are high- 
dollar value, which we have a low level of. So, rather than scatter 
those items out and issue them out of four depots, we put them in 
one depot, for economy, more or less. 

Mr. Brownson. Before the colonel leaves that personnel chart, there 
is one brief question which I would like to ask. In your division of 
personnel here, are you integrated—for instance, you are the depot 
commander ; is your executive officer a Army, Navy, or Air Force? 

Lieutenant Colonel Aspiz. No, sir; he is Army. We have an Air 
Force officer heading the Liaison Se a and the Navy group in the 
Navy Review heads the Navy Liaison Section. However, I have Air 
Force officers integrated in the depot by the JAFA agreement. In 
other words, I have an Air Force officer that is in charge of my “loose 
issue room”; one in charge of receiving all medical supplies here; I 
have my adjutant, who is an Air Force ‘officer; and there are two Air 
Force officers on the liaison team, who go out and visit Army and Air 
l’orce stations to scrutinize their level of supplies. 

Mr. Brownson. You have the Navy integrated into that, too, then ? 

Lieutenant Colonel Aspini. No, sir, only insofar as their liaison team 
is concerned. 

Commander Byrne. We have two officers. 

Mr. Brownson. It is a joint responsibility, with the Army and Air 
Force alternating these key positions, but the Navy comes in only in 
a liaison capacity; is that right ? 

Lieutenant Colonel Aspiti. Yes, sir; that is the way it was set up 
by the Munitions at that time—during this test. 

Mr. Brownson. Thank you very much. 

Lieutenant Colonel Aspiii. The primary mission of the Alameda 
Medical Depot—this is a repeat—supplies all classes of medical sup- 
plies, except the key items, to the States of Washington, Montana, 
Oregon, Idaho, California, Nevada, Utah, and Arizona, and for ship- 
ment overseas through the San Francisco and Seattle Ports of Em- 
barkation; that includes the shaded area [indicating]; the United 
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States Army, Pacific; United States Army, Alaska; United States 
Air Force, Alaska; the Philippine-Ryukyus Command, and the Far 
East Command, which includes the security forces in Japan and the 
combat forces in Korea are all supplied out of this depot. Since the 
ist of March the Navy forces have been supplied for medical sup- 
plies out of this depot, comprising the same area; the naval shore sta- 
Lions within the boundary of, you i might say, west of the Rocky Moun- 
tains and all the ships at sea and their various and sundry bases in 
the Pacific waters. 


FABRICATING OPTICAL GLASSES (See p, 122) 


We have two other missions here besides the supply mission, and 
one is the fabrication of optical glasses—spectacles—for the Army 
and Air Force bases here in the United States. Occasionally, we do 
get a prescription back from, perhaps, Alaska, when they are unable 
to fabricate it and we do it for them here. Sometimes one will come 
back from Honolulu. However, we take care of approximately 6,000 
a month here — the posts, camps, and stations of the Army and Ain 
Force. The Navy is not included in that; that was left outside of 
the test. 

Mr. Curtis. I would like to clear up a point in my own mind. I 
thought the St. Louis area was furnishing those optical items. 

Lieutenant Colonel Aspiti, All except the Sixth Army Area. Up 
until we started our optical shop up, I believe the Ist of February—- 

Mr. Curtis (inte1 posing) Yours is a new establishment ? 

Lieutenant Colonel Assit. It is the newest establishment: we de- 
cided we shouldn’t keep all our eggs in one basket and that perhaps 
we had better open up another shop to get it started and to take care 
of the Sixth Army Area. 

Mr. Curtis. That was in Febru: ry or this year? 

Lieutenant Colonel Aspitu. Yes, si 

Mr. Curtis. Before that, though, et had supplied the Sixth Army 
Area out of St. Louis then ? 

Lieutenant Colonel Assit. Yes, sir. 

Mr. Curtis. Had the supply been adequate? Was there anything 
wrong with it ? 

Lieutenant Colonel Assit. Yes; it had been adequate, but there 
was quite a lead-time period which ran from 7 to 12 and 14 days out 
here on the west coast in the supply of spectacles on account of trans- 
portation problems. We had a problem out here, it being a debarka- 
tion point; and, as you know, many enlisted men showed up at the 
last minute and discovered they didn’t have spectacles and we had to 
rush spectacles out to them. That was one of the reasons that 
prompted the opening of this shop. I happened to be in the Surgeon 
General’s office, advising the Chief of Supply at that time. 

Mr. Curtis. The Korean war produced and contributed to that 
change ¢ 

Lieutenant Colonel Aspiti. Yes, sir; it did. That is exactly what 
happened. 

Mr. Curtis. As far as you know, there is no contemplated plan for 
setting up other optical centers in the next year or so? 

Lieutenant Colonel Assmu. No, sir. We have in our plan for the 
entire mobilization to set up on the east coast, one in St. Louis and one 
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here, and Korea happened to come up unexpectedly and forced our 
hand. 

Mr. Brownson. A little aside from that exact point; but, in the 
preparation of troops for oversea movement, don’t they have a policy 
like in World War II where the unit commander has a responsibility 
for moving his troops to the point of embarkation completely 
equipped ¢ 

Lieutenant Colonel Aspit.. Yes, sir, completely equipped. 

Mr. Brownson. They are supposed to be completely equipped. 

Lieutenant Colonel Aspitt. Yes, sir, but you would be surprised 
how many lose their glasses or break their glasses and they just don’t 
show up at the port with that extra pair of glasses. It is really sur- 
prising. It is much better now, but in the “early days of Korea we 
had to fly these spectacles bac k and forth from St. Louis to these 
ports. They would take back two or three hundred pairs, and St. 
Louis would have to do them within approximately 48 to 72 hours, 
because the boat was going and the glasses would have to be flown 
back. 

Mr. Brownson. What is the re sponsibility imposed on the men in 
the event they do lose or break their glasses / 

Lieutenant Colonel Assi. There is no responsibility unless it is 
done maliciously, and then there are disciplinary measures that can 
be taken. 

Mr. Brownson. I believe it was at Dayton where we found that they 
were having very good success in their issuance of shoes and boots by 
putting individual responsibility on the men. If they didn’t return 
their old pair, there was a financial obligation placed upon them. 

Lieutenant Colonel Assity. There have been several instances, I 
know, in spectacles where they would want a zylonite frame and we 
would give them a steel frame, because the regulations called for one 
pair with steel frames; and the soldier went out and broke the frame 
because he didn’t want the steel one, and disciplinary actions were 
taken. 

Mr. Brownson. There is nothing set up on a financial basis as far 
as supply discipline ¢ 

Lieutenant Colonel Aspttu. They had to pay for them. 

Mr. Brownson. I’m not talking about a military court action, or 
anything of that nature; I am talking purely about a financial ar- 
rangement in issuance of any goods that belonged to the Army to an 
individual person and they are responsible for them in a financial 
way. lam not talking about ductile from the standpoint of disci- 
plinary action; I am talking about financial responsibility. I didn’t 
want to dwell on this. 

Lieutenant Colonel Asem. He has it on his individual record the 
same as a pair of shoes, He is responsible for his glasses. That is 
one item that is issued to him. 


ARMY AND NAVY EACH MANUFACTURES OPTICAL GLASSES AT OAKLAND 


Mr. Bonner. Let me ask you a question. Do you have a spectacle- 
manufacturing establishment here at this test base ? 

Lieutenant Colonel Assitu. Yes, sir. 

Mr. Bonner. And there is also one over at this naval supply base ? 

Lieutenant Colonel Aspitn. Yes, sir. 
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Mr. Bonner. And it has been running for some time? 

Lieutenant Colonel AspiLL. Quite a long time. 

Mr. Bonner. And you set up one here in March? 

Lieutenant Colonel Assiiu. Yes, sir. 

Mr. Bonner. Was there any collaboration at that time as to moving 
that naval establishment over here at this test base! 

Lieutenant Colonel Assriu. It was brought up at the time of the 
test, Congressman, and I don’t know ee the Board representa- 
tive here can say why it was left out; I don’t know. At that time we 
felt here that they could move it, provided they could provide some 
personnel. We had the necessary equipment, but it was left outside 
the test. It was not in the basic directive for the test. 

Mr. Bonner. The one you have established here supplied the Army 
and Air Force; you could also supply the Navy with your facilities 
here at this test base ? 

Lieutenant Colonel Assriu. Yes, sir. 

Mr. Bonner. It was just a case of persistency where that actually 
was left over there and not moved over here ? 

Lieutenant Colonel Assit. That I couldn’t say. 

Mr. Bonner. That is what goes on all through this—just holding 
onto something and there was created a duplication here where you 
had an established unit over there that could have been moved into 
this test. That shows the obstinancy in trying to keep a test like 
this from being successful. 


COST OF OPTICAL EQUIPMENT 


Mr. Brownson. In that connection, I think it might be interesting 
to insert in the record at this point the approximate cost of setting up 
one of these optical grinding shops, just from the standpoint of the 
outlay of the machinery and equipment. I would like to have a com- 
parative cost of the one you set up here and the cost of the one which 
the Navy has already been operating to find out how much duplication 
of investment there was at the start, not even considering the duplica- 
tion of personnel and facilities and utilities and everything else which 
that would entail. 

Mr. Bonner. Colonel, will you supply that for the record ? 

Lieutenant Colonel AspILt. Yes, sir. 

(Nore.—Navy advises that second-hand equipment from overseas 
operations used in the Navy Oakland shop, cost value not available 
but estimated replacement cost would be $10,000 to $15,000.) 

Mr. Brownson. Do you happen to know offhand just roughly what 
it cost to set up? 

Lieutenant Colonel Aspiti. Roughly, around $15,000 ; that is, equip- 
ment alone; it was equipment which we had. We did not go out and 
buy it; it was equipment which we had put in for early in Korea as 
a stand-by status for St. Louis—to implement St. Louis. However, 
we felt at that time that St. Louis was so large we had better not 
implement that place to make it any larger, because if something 
should happen there, we would really be out on alimb. It was equip- 
ment which cost around $15,000. 

Mr. Brownson. When you took the equipment out of stand-by 
status, was some more equipment purchased for stand-by status? 
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Lieutenant Colonel Aspitn. No, sir; that is all of it right there. 
That was purchased over 3 years ago. It was contracted for—let’s 
put it that way. 

Mr. Brownson. And there was no other equipment contracted for 
to replace it? 

Lieutenant Colonel Aspriu. No, sir; they made no replacement on 
that; I personally know that. 

Mr. Brownson. Of course, it still comprised an expenditure in the 
over all? 

Lieutenant Colonel Aspirin. It was. 

Mr. Brownson. You were talking about the St. Louis operating 
getting too large, we saw the St. Louis optical operation and it didn’t 
impress me as bei ‘ing particularly large. (See p. 123 et seq.) 

Lieutenant Colonel Aspriy. Well, it’s about the largest in the world 
now. It is the largest combined optical shop in the world. 

Mr. Curtis. How many employees would you say are there / 

Lieutenant Colonel Assi. I have no idea how many they have 
now. 

Mr. Curtis. You say it is the largest in the world, but it still would 
not necessarily be what you would call a large operation from the 
standpoint of personnel and the overhead required to run an estab- 
lishment—— 

Lieutenant Colonel Aspiti. It is large for an optical shop. 

Mr. Curtis. It may be, and that’s right, but it isn’t a large opera- 
tion from the standpoint of number of personnel 

Lieutenant Colonel Asbit.. No. 

Mr. Curtis. And the overhead that goes with running what you 
would call a large establishment ¢ 

Lieutenant Colonel Asputz. That’s right; the personnel is small. 

Mr. Curtis. Incidentally, what is your personnel here on that par- 
ticular operation ¢ 

Lieutenant Colonel Assit. I think I have five civilians and seven 
enlisted men, I believe. We have a unit here that is in training— 
the Five Hundred and Fourth Optical Unit—which is subject to be 
called out. 

Mr. Curtis. Do you train and run a school here the same as in 
St. Louis? 

Lieutenant Colonel Asprii. No, sir; we do not run a school. These 
people went to school in St. Louis and they are only here for training 
during the holding period before they go overseas. They train and 
produce at the same time. 

Mr. Curtis. Because they do have a school in St. Louis? 

Lieutenant Colonel Assmtt. Yes, sir. We do not train here, but we 
feel that they might as well be making spectacles as well as sitting 
around. 

Mr. Brownson. How does your capacity compare with St. Louis? 

Lieutenant Colonel Assini. We are much smaller. Our capacity is 
about—we feel we can go up to around roughly about 7,000 pair a 
month with what personnel we have. In fact, we have gotten an 
increase of 1,600 from some of the other stations in the St. Louis area 
{o put us up to our maximum. 

Mr. Curtis. How many will St. Louis be able to produce a month? 

Lieutenant Colonel Aspity. I believe General Hays has that figure. 

Mr. Bonner. They had that at the hearing in St. Louis. 
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Mr. Brownson. I just wondered if anyone knew, approximately, 
for the purpose of comparison. 

Lieutenant Colonel Assit... I would say at least double what we 
are doing; at least 14,000 or 15,000 a month. 

General Hayes. They are doing 30,000 a month. 

Mr. Brownson. How many does the Navy do in their shop here a 
month ¢ 

Commander Brknr. We are turning out approximately 2,000 pair 
per month and it has run as high as 3,000. The capacity is greater 
than 8,000, 


DUPLICATION IN OPTICAL SHOP 


Mr. Brownson. In other words, the Navy plant is sitting over here, 
not running at full capacity, at the time another one has to be set up 
in this same area to service the Army and Air Force ¢ 

(No reply.) 

Mrs. Harpen. You furnished in your table the figures on the Army 
personnel ; could you give us the figures of the Navy ¢ 

Lieutenant Colonel Aspint. Yes, ma’am; the Navy should be 
there. 

Mrs. Harpen. That is in the Optical Division ? 

Lieutenant Colonel Aspiti. Yes, ma’am. We have none in the 
Optical Division; no Navy personnel. 

Mrs. Harpen. Could Commander Byrne supply those figures ? 

Commander Byrne. We have a complement of 11 enlisted men in 
our optical shop at the moment; there are 8 men working in the shop. 
The number of men on board would vary with the work load. 

Mrs. Harpen. How many officers have you? 

Commander Byrne. There is one officer with the rank of ensign. 

Mrs. Harpen. Thank you. 

Mr. Brownson. Are the glasses you produce of the same character 
as the type that the Army and Air Force use? the zylonite and metal 
frames / 

Commander Byrne. Yes, sir; they are, I believe. 

Mr. Brownson. There are no special requirements for glasses pro- 
duced for Navy personnel that differ for glasses for Army or Air 
Force personnel ¢ 

Lieutenant Colonel Assit. There is not that I know of. 

Mr. Brownson. Do you buy your stocks together? your frames? 
You have the two shops right here / 

Lieutenant Colonel Aspitt. We draw our supplies from St. Louis 
and they draw theirs from the depot here, or on their depot, let’s put 
it that way, but the stocks are procured in the Joint Army-Navy Pur- 
chasing Agency. 

Mr. Brownson. In St. Louis they told us the St. Louis operation 
buys their own; that they are not bought out of the Brooklyn set-up, 
and apparently the naval materials are bought from the Brooklyn 
Joint Army-Navy Purchasing Agency. 

Commander Byrne. We have certain lenses and frames which are 
carried in stock. In addition to that we make local purchases of 
special lenses, which must be ground in the optical shop. There are 
two operations involved in turning out spectacles. One only involves 
the assembly of the lenses after fitting them to the people and then 
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to the frame; people who wear bifocals require that the lenses be 
ground in the optical shop prior to assembly. 

Mr. Bonner. There is no difference in the steel of your glasses 
and the glasses produced in this optical shop; is there ? 

Commander Byrne. No, sir. 

Mr. Curris. Commander, what rates do these enlisted men who 
work in your optical shop have? Is it a special rating, or what 
branch are they in? 

Commander Byrne. All of the men performing the work are en- 
listed men. They are Hospital Corps men with special qualifications 
in optical work. 

Mr. Curtis. But there is no special rating for men who work there? 

Commander Byrne. There is no special rating. 

Mr. Curtis. In other words, is there a turn-over of that particular 
group? Dothose men then go out into the fleet ? 

Commander Byrne. Yes, sir; they do. 

Mr. Curtis. There is a need for that specialty out in the fleet; is 
that correct ? 

Commander Byrne. Not within the fleet afloat. At overseas bases 
spectacles are assembled from standard lenses. There is no grinding 
of lenses at any other point other than at Oakland and Edgewater, 
N. J., for the Navy. 

Mr. Curtis. What I am getting to, what is the reason, or is there 
a reason, for training men in uniform to grind lenses or to do the work 
that is being done here ashore? Is there any need for that specialty ? 

Commander Byrne. There is no need afloat or overseas to grind 
lenses, but enlisted men with special qualifications in optical work are 
employed at other naval activities and afloat for edging and mounting 
spectacles. 

Mr. Curtis. That is what I am getting at. In other words, civil- 
ians could be employed in that work without endangering in any way 
the purpose you are trying to accomplish ¢ 

Commander Byrne. Yes, sir; on the grinding of lenses. 

Mr. Curtis. I would like to direct the same question to Colonel 
Asbill. Wouldn’t that be true in the Army ? 

Lieutenant Colonel Assiti. No, sir; that wouldn’t be true. 

Mr. Curtis. The Army sends special mobile units overseas ? 

Lieutenant Colonel Aspitu. Yes, sir. 

Mr. Curtis. You actually do grind lenses overseas? 


OVERSEAS OPTICAL SHOPS 


Lieutenant Colonel Aspiiu. Yes, sir; we have seven shops. There 
are five shops in Korea and two in Japan, one in Okinawa, one in the 
Philippines, one in Honolulu, and one in Alaska. 

Mr. Curtis. Colonel, what do you find is the advantage of that? 
Is there a particular advantage ? 

Lieutenant Colonel Aspitu. Well, the first advantage, we can make 
them so much cheaper—about half as cheap as the civilian shops. 

Mr. Curtis. By doing them in these mobile units? 

Lieutenant Colonel Assiiu. Yes, sir; over there. It is just like the 
New Guinea function; there is no place to get them. 

Mr. Brownson. In Japan? Couldn’t you procure them over there? 
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Lieutenant Colonel Assit. No, sir; we can’t procure over there— 
we couldn’t procure over there in 1946 and 1947. I don’t know how 
it is now, but I had an optical shop over there then and I had to 
make my own glasses. We had quite a bit of trouble. Maybe it is 
different today; I don’t know, but I do know there is nothing up in 
Korea and we have five or six units in Korea and one or two in Japan. 

Mr. Brownson. With the number of Japanese wearing glasses and 
at the rate they are turning out other things, it would seem they would 
certainly be able to turn out spectacles in Japan. 

Lieutenant Colonel Aspitx. I couldn’t tell you, Congressman. I 
know we couldn’t get them in 1946 and 1947. 1 happened to be there. 
I was a medical supply officer and tried to contract for them. Their 
technicians were scattered all over and they were having quite a 
time getting their technicians back together. There were a lot of 
production problems, I suppose, that they had in those early days 
after the war. 

Mr. Bonner. Where do you train your technicians?) Do you have 
an optical school ? 

Lieutenant Colonel Aspiiu. I believe 
they are trained in St. Louis. 

Mr. Bonner. That is just what I want to find out. You send them 
down to St. Louis and train them under the Army training program 4 

Lieutenant Colonel Aspitu. I am not sure. 

Mr. Bonner. I understood at St. Louis that they trained a good 
number. 

Mr. Curtis. I talked to a couple of enlisted men this morning and 
both of them said they were trained at St. Louis. 

Lieutenant Colonel Assru. Yes, sir. 

Mr. Bonner. That is what I wanted to get to. You send them down 
and train them in an Army training program and then you come back 
and train them in a separate unit. 

I think it is clear that one optical shop could supply all the services. 





someone check me on this— 


OBSERVATIONS ON MEDICAL TEST 


Lieutenant Colonel Asspruy. I have some general observations on 
the medical supply test that I would like to make at this time, which 
will finish up my part of the presentation here. A detailed pres- 
entation on the test operation will be made by a member of my staff. 
However, I would like to present you gentlemen with a few observa- 
tions that I have made here during this test, or prior to this test and 
during the test. 

This depot is a relatively new activity; movement of stock, per- 
sonnell, and equipment from the San Francisco Medical Depot was 
not completed until December of 1951. The suport of the Army and 
Air Force activities based upon this depot was continued without 
interrution during the move, which involved the transfer of approxi- 
mately 10,000 tons of medical matériel alone. 

On December 29th the Department of Defense directive, which 
officially ordered the test at the Alameda Medical Depot, was signed 
by the Chairman of the Munitions Board.2. This was forwarded to 


2 Policy and planning documents, medical and dental group, supply systems stud 
project, may be found in the appendix of the hearings held February 22, 27, 28, Mare 
5 and 11, 1952, by the Intergovernmental Relations Subcommittee of the House Com- 
mittee on Expenditures in the Executive Departments, on Federal Supply Management 
(Textiles and Clothing) (ASPR Conference). 
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us down here at this level on the 11th of January 1952 by the Surgeon 
General, with instructions to begin full-scale operations on the 15th 
of February—just 1 month and 4 days. This date was subsequently 
extended to March 1, 1952, approximately 114 months away, in order 
to permit the movement of stocks from the Oakland Naval Medical 
Depot, which is the reason it was extended from the 15th of February 
to the Ist of March. 

While the performance of this depot during all this period lias come 
up to the expectations of higher authority, I believe it could have been 
better had a reasonable shake-down period been allowed this depot 
after this major move of the Army stocks over here and asstuming 
our new mission prior to taking on the large mission of the Navy. 
That is my personal observation. ‘Therefore, we had to assume this 
large additional mission, special reporting, and so forth, without the 
necessary shake-down period, although the performance of the depot 
was very high even in spite of this. 

The selection of this de} Ot Was unquest lon: ably jus stified, however, 
since it was desired that the test be conducted in an area where Navy 
population could be of sufficient size to produce a test of real signifi 
cance, and in supply of an active oversea theater. Neither St. Louis, 
Atlanta, or Schenectady qualify under that criteria. 


DELAY IN STARTING TES! 


Mr. Bonner. Mr. Lovett told us on. July 19, 1951, that the test 
would get underway immediately and, according to your testimony it 
hadn't gotten under w ay until Mare h 1952? 

Lieutenant Colonel Aspity. That’s right. 

Mr. Bonner. What was the reason for that ¢ 

Lieutenant Colonel Assiti. Well, sir, the first time I heard about 
it was in November 1951; that is the first inkling I had of it. The 
group came out here and started to work on it. We assisted in the 
preparations—w riting up the directive out here. They went back the 
latter part of November, I believe, thinking it would kind of die 
on the vine. 


SUBCOMMITTEE CONTINUED PRESSURE FOR THE TES1 


Mr. Bonner. The subcommittee didn’t let it die on the vine. This 
subcommittee has been very much interested in this subject and the 
reports will show we a want it to die on the vine. 

Lieutenant Colonel Aspitt. Well, I don’t know; it was quite slow 
until we received our directive in January. I don’t know what took 
place in the interim, but it was November when we first knew about it. 
I would like to present Colonel Strnad, Chief of the Army Liaison 
group, who will present the test operations. 


STATEMENT OF LT. COL. J. J. STRNAD, MEDICAL SERVICE CORPS, 
CHIEF, ARMY LIAISON DIVISION 


Lieutenant Colonel Srrnap. Mr. Chairman, and ladies and gentle- 
men, I am Colonel Strnad, Medical Service Corps. Chief of the Army 
Liaison group here at the depot, and also Chief of the Stock Control 
Division of the depot. 
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We are going to attempt to present for your information today all 
of the test operations conducted here at the Alameda Medical Depot, 
which we feel you will be very much interested in, as well as some 
aspects of this installation with respect to the medical supply service 
as a whole. 

There is a great deal of detailed statistics in the brochure and I do 
not intend to go into all of them. However, there are certain very 
important operation: ul procedures, which I know you will be interested 
in and which I will touch upon in this presentation. If there are any 
areas that I cover, or that perhaps you desire to have further informa- 
tion, we will be very happy to go into further details as presented in 
the brochure. 


NAVY FURNISHED STOCK FOR ITS USE 


With the receipt of directives officially ordering the test at the 
Alameda Medical Depot, movement of Navy stock from the Oakland 
Naval Medical Supply Depot commenced approximately January 
15,1952. It had previously been agreed the stock would be moved by 
Government vehicles palletized to expedite delivery into storage, here 
at Alameda. This was done to avoid multiple locations of stock at 
the depot. This transfer involved approximately 5,000 items, weigh- 
ing 1204 short tons, representing an estimated 3-month issue demand 
of the Navy. This movement was accomplished without too much 
difficulty and, at the same time, we conducted some advance training 
of Navy personnel so that on the Ist of March we were ready to receive 
the first requisition from Navy activities. 


ARMY ORGANIZATION RELATIVELY UNCHANGED IN SUPPORTING NAVY 


The organization of the Alameda Medical Depot for this test has 
been re slatively unchanged by virtue of the support of the Navy mission. 
A Navy liaison office, as has been explained previously, was established 
to provide control of issue to Navy activities and the control of their 
stocks at this depot. 

Requisitions and shipping documents have been processed by the 
Stock Control, Storage, and Transportation Divisions under existing 
Army procedures, right down the line, modified only slightly where 
necessary to accomplish support of the fleet. 

Now, this chart shows the requisition and shipping document flow 
under the test. The requisitions come in from Army, Navy, and Air 
Force activities to the headquarters and are channeled immediately to 
the respective liaison offices; Army requisitions to my office; Air Force 
to Air Force liaison and Navy to Navy liaison. These liaison sections 
determine that the requisitions are in order; that they are not excess- 
ive; that they have been properly justified. If the requisitions are 
considered in order, they are forwarded immediately to the Stock 
Control Division for processing. If there is something wrong with 
the requisition, it is returned to the requisitioner over the signature 
of the appropriate liaison officer. 

At this point, it should be noted that the large operational functions 
of the depot are stock control, storage, transportation control and 
shipping. These are unified functions, operating with the same pro- 
cedure. That change is not completely unified, except for the liaison 
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functions, which is intended to permit the departments to control 
their issues from their stocks. 


FIRST COME FIRST SERVED IN TEST 


Within those unified functions of the depot of stock control, storage, 
transportation and shipping, the priority of handling requisitions 
and shipping documents is based strictly upon the urgency of need. 
We don’t differentiate between Army, Navy, or Air Force. It is the 
case of the man who needs it most getting his shipment through first 
and out the front door. 


STOCK CONTROL AND ACCOUNTING 


I would like to go now into some detail in regard to actual stock 
control and accounting at the depot, because I feel those operations 
are significant in the success which we feel we have had out here under 
the test operations. 


TRI-SERVICE STOCK OWNERSHIP AND CONTROL 


The Department of Defense directive pertaining to the Alameda 
medical supply test stipulated that plans for the test would observe 
the principle of tri-service stock ownership and issue control.? A clear 
understanding of stock accounting and control under the test necessi- 
tates that some time be devoted to the explanation of this principle 
and the reasons for its observance. 


ARMY ALREADY SUPPLIED AIR FORCE 


At the time that the test was originally conceived a year ago, the 
Army was already providing medical supply support to the Air Force 
from the Army medical depots on a common service basis from its 
Army medical depots, based upon joint agreements. Air Force per- 
sonnel participated in the operation of these depots; the command 
control of the depots was vested in the Surgeon General of the Army. 

In order to obtain maximum use of warehouse space, the Army 
and Air Force stock in these depots was not segregated by service at 
all; it was all stocked together. It was, however. ‘accounted for sep- 
arately in bookkeeping accounts. We have stock account 11 for the 
major issue stocks of the Army; stock account 13 for the stocks of the 
Air Force. Since this mode of operation was considered the only 
way to operate a triservice depot successfully and was the only way to 
operate a unified depot of this type, it was determined to include the 
Navy into the operation on the same basis and to set up an account for 
the Navy, which was stock account 14. 

Now, this chart [indicating] is intended to portray in a pictoral 
manner the way this unified supply operation has worked, together 
with this plan of triservice stock ownership and control. Incidentally, 
there are ‘copies of each one of these charts in the brochure, but in a 
smaller size, and any of you who cannot see the details can follow 
the one here on the board. 


* See testimony of Assistant Secretary of Defense McNeil on this point in Federal Supply 
Management (Air Force Supply—Munitions Board), p. 147 et seq. 
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JOINT CHIEFS OF STAFF DIRECTS DEPARTMENT TO COMPUTE REQUIREMENTS 


Based upon directives from the Joint Chiefs of Staff, the depart- 
ments developed their own operational plans and computed their own 
quantitative requirements for each item. 

These item requirements are then forwarded to a single procure- 
ment agency. In case of medical, for illustration, medical procure- 
ment agency at Brooklyn. At this point unified supply operations 
begin. These individual service requirements are combined into single 
contracts, as you know, and placed with industry on a bid basis. Inas- 
much as the total military requirements are included on these con- 
tracts, it results in lower production costs and more attractive prices 
to the Government.‘ 


JOINT PROCUREMENT OF MEDICAL SUPPLIES AT BROOKLYN 


Then, consolidated deliveries are made from contractors on these 
contracts into our unified depots where the stock is stored, again on 
a nonsegregated basis—all together in the same stack. We do, how- 
ever, on paper, check up the stock either in the Army, Air Force, or 
Navy, depending upon the service which originally developed the 
planning program. Then, of course, as requisitions come in, these 
liaison officers at the depot assure that the requisitions are in accord 
with the departmental policies and that these items are used for the 
purpose which they were originally intended. As you can see, under 
this type of operation, the large supply functions of procurement, 
production, storage, distribution, and maintenance are unified and 
offer the : advantages and economies inherent in such unification. 

The triservice functions which are retained are planning, require- 
ments determination, and issue control. Now, despite the fact that 
only a relatively small number of people are engaged in these individ- 
ual service functions—that is, planning, requireme nts, and issue con- 
trol—the Congress may hold each individual service primarily re- 
sponsible for its own supply program and still achieve the benefits 
of unified supply operations. 

This is the general picture of the way we have operated under the 
test, with one minor exception. Due to the fact that it was merely 
a test, the stocks we have received from the Navy have been turned 
over to us from the Oakland depot. We haven't received anything 
directly from Oakland as far as the great bulk of our stoc . is con- 
cerned. We have, of course, procured some stock for the Navy, lo- 
cally, but since we do receive on these contracts of the agency for 
the Army and Air Force, the receipt of Navy stock would pose no 
particular difficulty and consequently was not significant in the test 
itself. 

Now, there are people who feel that this operating stock accounting 
for the Army, Air Force, and Navy has an undesirable aspect in that 
the stock of one service is not available for use of another service. I 
am going to go into considerable detail on the cross-servicing later 
on in the presentation, but at this point I would like to state we have 
done a great deal of cross-servicing at this depot during the test and 
we have been able to take full advantage of the assets of services to 
meet the needs of the requisition service. 


*As to validity of this statement, see p. 196, Field Conferences on Federal Supply 
Management. 
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In connection with the pooling of stock in one account I would 
like to point out that that procedure—that mode of operation—has 


ilready been tested by the Army and Air Force medical services. At 


the start of the Korean war the Army and Air Force jointly owned 
all stocks in Army medical depots. Each had a dollar equity in those 
stocks, but neither had any individual item assets that they could say 
were theirs and requisitions were filled on a first-come, first-served 
basis. It was quickly discovered as the Korean war started and the 
medical program of the two services expanded to meet the require- 
ments of that war that the first-come, first-served procedure was unfair 
and logistically unsound. It was almost impossible at the depot level 
to allocate critical assets between the two services, because there was 
no way of weighing the relative need of the two individual services. 
Now, the separate accounting of stock in these bookkeeping accounts 
was found to be an easy, inexpensive, and satisfactory solution to 
the problem. 

It is natural, therefore, that the planning for this test took cog- 
nizance of that experience and stipulated that plans for the test would 
provide ni this separate stock ownership and issue control. 

While it is not intended that this depot evaluate the success or 
effectiveness of medical supply support under the test—this task has 
ne n delegated to the Munitions Board by the Secret: ry of Defense—it 
s believed that certain performance statisties will be of interest to 

the committee, since they will give a fairly good picture of the effec- 
tiveness of the supply support. 

At the direction of the Munitions Board questionnaires have been 
forwarded to practically all activities supplied by this depot during 
the test. They are not in your brochure and I would like to have 
them passed out. 

(The questionnaire referred to is as follows :) 

Reports Control Symbol 
DD-MB(OT)-—563 


MUNITIONS Boarp MEDICINE SUPPLY SupporT Tests, ALAMEDA, CALIF. 


QUESTIONNAIRE 


The purpose of this questionnaire is to assist in the evaluation of the effective- 
ness of medical-supply support furnished by the Alameda Medical Depot for 
Army, Navy, and Air Force installations during the test period March 1 to 
August 31, 1952. Use of a questionnaire was provided for in the approved cost 
and effectiveness measurement plan for the Munitions Board medical-supply 
support test. 

Major deficiencies in supply support should have been reported through proper 
channels at the time they were observed in accordance with departmental in- 
structions. Therefore, this questionnaire is meant to summarize instances where 
deficiencies occurred and to indicate the kind of supply support that was received. 

1. Supply support was (check one) 


Very good Adequate Not good 
NoT! If the “not good” block is checked, each deficiency cited must be 
thoroughly substantiated with a complete description of the deficiency (a copy 
of a former report of the deficiency will suffice) and reference made to pertinent 
requisitions and dates. 


Signature. 


Activity 
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They will be of interest to the subcommittee. I might say that 
these questionnaires were received about 2 weeks ago and forwarded 
immediately to the field. We have a deadline date to have them back 
by the 25th of August. Some have been returned already, and I 
would like at this time to go into that to a certain extent. 

While all questionnaires have not as yet been returned, those that 
have been completed and returned reflect the following picture: 

Out of 21 questionnaires completed by Army stations, 19 indicate 
supply support was very good ; during the test 2 indicated “adequate, 
and “none” indicated “not good.” 

Out of 19 questionnaires completed by Air Force bases, 18 have 
ere supply support rendered during the test was “very good,” 

“adequate,” and none “not good.” 

Out of 81 questionnaires completed and returned to date by Navy 
activities, 43 have indicated supply support rendered during the test 
was “very good,” 37 “adequate,” and 1 “not good.” 

Mr. Bonner. W here did the one come from? 

Lieutenant Colonel Srrnap. It came from a little recruiting station 
up in Denver, and his question was that he hadn't gotten his invoice 
early enough and he also felt he should be permitted to purchase small 
parts locally. Other than that, he said the supply support was very 
good. The policy of local procurement of small parts, the invoicing, 
is done in this particular locality. We feel, although he did Mdicate 
in the block “not good,” he gave us a “very good” on everything else. 

Mr. Curtis. In your questionnaire you make the statement that 
major deficiencies in supply support should be reported through 
proper channels. Did you receive any reports / 


FURTHER STATEMENT OF LT. COL. S. G. ASBILL, COMMANDING 
OFFICER, ALAMEDA MEDICAL SUPPLY DEPOT; ACCOMPANIED BY 
COMMANDER W. E. BYRNE, SUPPLY CORPS, NAVY LIAISON, ALA- 
MEDA MEDICAL SUPPLY DEPOT 


Lieutenant Colonel Assiti. I believe there was one report received. 
No; we did not receive it. I believe it was received in the Bureau of 
Medicine and Surgery regarding a yellow fever serum shipment to, 
I think, San Diego. "We had to make two shipments to San Diego. 
The first shipment, they would not permit the truck to go ahead of 
the line—it was a Railway Express truck—and we only put so much 
dry ice with it to haul it. It seems like they had a long line of trucks 
and he couldn’t get in ahead and went back to town and tried to 
deliver it the next day. In the meantime the ice had melted—you 
have to keep it subfreezing—and they wouldn’t accept it. The second 
shipment we had to m: ake we made by Railway Express—by train 
and finally, in desperation, the third shipment, we got a good reliable 
old trucker out here—ignored the Railway E xpress and gave him a 
lot of dry ice to wrap around it and he delivered it the next morning. 

Mr. Curris. In other words, Colonel, it was a detail that would 
occur in any supply system ? 

Lieutenant Colonel Aspitu. Yes, sir; it was a little bit beyond our 
control. We couldn’t control the Railway Express; after all, that is a 
reputable organization. 
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Mr. Curtis. All I wanted to establish in my own mind is to be 
sure, first of all, how many major deficiencies might have been re- 
ported, and you say only one. 

Lieutenant Colonel Asam. That is all I know of, and that was 
beyond our control. 

Mr. Curtis. That instance is the type that could occur in any supply 
system and had nothing against the test that we were trying to 
conduct ¢ 

Lieutenant Colonel Aspiti. We have had some local incidents here 
where they called up and would say, “You shipped one type of forceps 
and we asked for another type; we will send these back, and will you 
please send us the right type” and we will send these back. It 

was caused by a mix-up in item selection. We have that; it is in- 
herent in any depot system that you have those. It is just selecting 
the wrong item. but that was not considered by the user—our cus- 
tomer—as a major discrepancy, because they did not report it on the 
form. I would say we had 15 or 20 of those during the test ; no, most 
of them we had prior to the test. 

Mr. Brownson. Commander Byrne, this is a rough approximation 
of a rating “very good,” “adequate,” and “not good,” and is bound to 
be rather rough in a test like this as a measurement, but I wonder 2s 
the naval liaison officer if you have any idea why the percentage of 
naval fesponse under “very good” was so much less than it was under 
the response of the Army and Air Force? 

Commander Byrne. | don’t think I am prepared to say why that 
was true. Perhaps it is more difficult to supply a naval activity, such 
as ships overseas, than it is to supply a hospital. There is a greater 
time lag for one thing, a greater chance of delay in receiving the 
material. 

Mr. Brownson. Was there ever a rating conducted similar to this 
as to the Navy separate supply activity prior to your amalgamation 
in the Alameda experiment ? 

Commander Byrne. I do not know of any. 

Mr. Brownson. We don’t know; all 81 might have thought it was 
only adequate before, but I thought it was unusual that the Army and 
Air Force ran about 90 percent and were extremely happy and the 
Navy runs about 50 percent “adequate” and developed the one com- 
plaint. 

Commander Byrne. Of course, there have only been, I believe it is 
82 questionnaires returned from Navy activities; there are still out- 
standing over 500 replies and the percentage may well change. 

Lieutenant Colonel Srrnap. It does represent a much higher per- 
centage than the Army and Air Force. We supply a lot more smaller 
stocks in ships in the Navy and consequently 

Mr. Curtis (interposing). Would the gentleman yield on that 
point? You stated maybe the problem of supplying ships was more 
difficult. As I understand it, you mainly supply to supply vessels; 
do you not? 

Commander Byrne. That is true. 

Mr. Curtis. And the ships in turn supply the other vessels? 

Commander Byrne. The shipment overseas to hospitals, floating 
barges, and supply vessels—— 

Mr. Curtis (interposing). It isn’t a matter of individual ships; they 
would in turn be dependent upon your supply vessels and barges, and 
so on? 
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Commander Byrne. They are largely dependent on them. How- 
ever, there are many vesse ls returning to continental ports who are 
supplied locally. All military sea transports, the vessels put in at 
continental ports frequently «und are usually resupplied while in 
continental waters. The overseas distribution points don’t carry as 
complete a line of medical stores as is carried at the depot here. 

Mr. Curtis. What I am really driving at, Commander, is it doesn’t 
seem to me that there is anything inherently different in supplying 
vessels than there is in supplying the various Army units. I don’t see 
why that should complicate anything as far as the supply service 1s 
concerned. 

Commander Byrne. Effecting delivery overseas is more difficult in 
view of the fact that naval vessels move around to the extent that 
they do; that is the only point I am making; that it is more difficult to 
effect delivery. 

Mr. Curtis. All I really wanted to establish in my own mind, or 

rather have you testify on, is there know-how that is acquired in the 

naval supply system that enables you to do a better job that wouldn't 
be available in this joint supply system? That is what I am getting 
at, and I don’t think there would be, although I am interested to know 
whether my conclusion, in your judgment, is a fair one. 

Commander Byrne. Well, for one thing, the Navy stocks twice as 
many items, I believe, as the Army stocks at this depot. We have 
some 7,500 items in the catalog. Out of that number 6,280 are stocked 
at Oakland and I believe that the Army stocks 3,000; is that correct ! 

Lieutenant Colonel Srrnap. Yes, sir. 

Mr. Curtis. Is that based upon the fact th: Mt the Navy has more 
items in their catalog supply than the Army has? 

Lieutenant Colonel Asprx. I might clear that up. They have no 
more items over there than we have—store items—here. We have the 
same items over here outside of, I believe, X-ray machines, and so 
forth. That is heavy equipment and there is not much demand for 
that. 

Mr. Curtis. But taking the two supply systems together—for in- 
stance, the British catalog, medical catalog, had one-third the items 
that our catalog had as far as medical items were concerned, because 
we have for some reason or another had a lot more variety. Now is 
it that the Navy medical supply has more variety in items than the 
Army? 

Lieutenant Colonel Assit. No, sir; we have—there is a list—I 
believe, perhaps, General Hayes has that—there are so many thou- 

sands of items that are JAN items. 

Mr. Curtis. Joint Army and Navy. 

Lieutenant Colonel Aspixu. Yes, sir; JAN items in the catalog. 
There are roughly, some 100 items that are, I believe, Navy only; 
roughly 100 items or approximately that of Army only; and the same 
for the Air Force only. 

Mr. Bonner. You mean in the Navy they need a certain kind of 
medicine that men in the Army do not need? 

Lieutenant Colonel Asprit. No, sir; there are certain types of kits 
that the Navy only uses—life-raft kits, for ex xample. There are cer- 
tain types of kits that only the Air Force have the need for—flying 
surgical kits, and so forth. 

Mr. Bonner. There is nothing peculiar about that. 
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Lieutenant Colonel Aspiti. Oh, no, sir. I say we only stock them 
because the Air Forces uses them and we only stock them because the 
Navy uses them in a particular type operation. The Army has no need 
for it and the Air Force has no need for it. 


NAVY STOCKS 6,280 ITEMS 


Mr. Brownson. Commander Byrne, you have pointed out that the 
Navy used to stock here in the San Francisco area 6,280 items and that 
you were only able to draw on this Alameda experiment for 3,000 
items. As I unde rstood the Alameda experiment they were to stock all 
the items that the Navy sent over here for its own use; is that correct 4 

Commander rae That is correct. The Army would stock all 
the items that the Navy sent over. The point I was making was that 
there are many more different items sent to the Alameda depot than 
the Ali imeda depot had previously stocked. 

Mr. Brownson. But during this experiment, just to clarify that 
point, the Alameda experiment did stock those 6,280 items here ¢ 

Commander Byrne. No, sir; not quite that number; there were 5,111 
items sent over to the Army to stock. 

Mr. Brownson. But they did stock all the items that the Navy sent 
over for its own use, less the items which the colonel has described 
which are of very heavy tonnage and slow movement which were not 
included in the experiment ¢ 

Commander Byrne. Yes, sir. 

Mr. Curtis. The net result of that, it would impose a little more 
burden on you as liaison for the Navy in conducting this test. Is that 
about the net result of that ? 

Commander Byrne. I don’t think there was any burden on the 
liaison unit. I think it was a burden on the Army to provide the 
additional storage space and to handle several thousand new items 
at this depot. 

Mr. Curris. As far as any peculiarity that the Army might have 
experienced with these items, that know-how would be supplied by 
your liaison team from the Navy; is that correct / 

Commander Byrne. It would be; yes, sir. 

Mr. Curtis. So, it would impose a little more burden on you to es- 
tablish this liaison, but once it was established, there was nothing in- 
herently in that sense that would make this operation impractical. 
That is what I am driving at. 

Commander Byrne. I wouldn't say there was. 

Mr. Bonner. For the record, I would like for you gentlemen to 
know that General Rawlings of the Air Force, AMC, Dayton, Ohio, 
highly complimented the present system of supply of medical items 
for the Air Force. Now the Air Force is on the coast and in the 
interior and all over the world, If they can be supplied adequately 
and satisfactorily, it is strange that the Navy, which only operates 
on water and doesn’t get into other places that the Air Force operates, 
couldn’t be satisfactor rily supplied, Is it a point that the Navy is not 
being satisfactorily supplied / 

Commander Byrne. Well, sir, I am not prepared to evaluate the 
test at this time. I will say that the job of getting the material into 
the depot, storing it and getting it out has been accomplished, but all 
operating function have not been covered in this test. 
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Mr. Bonner. Now, in this questionnaire that was sent out, this ques- 
tionnaire only deals with the present test. Now there is no contrast 
asked to be answered with previous supply tests / 

Lieutenant Colonel Aspm. I might say in case the questionnaire 
doesn’t disclose that fact that the questionnaire was prepared by the 
Munitions Board and sent to the Alameda depot for distribution to the 
activities of the three services. 

Mr. Bonner. Probably there should be a recommendation from here, 
then, that that be included. 

Mr. Brownson. While you are still on that point, Mr. Chairman, I 
wonder if, besides asking the commander, you wouldn't like to discuss 
that question as to the Navy’s satisfaction with the test with the 
admiral so he might express any reaction he has had through command 
channels, 


STATEMENT OF REAR ADM. M. L. ROYAR, SUPPLY CORPS, UNITED 
STATES NAVY, CHIEF, BUREAU OF SUPPLIES AND ACCOUNTS, 
AND PAYMASTER GENERAL OF THE NAVY 


Rear Admiral Royar. The only reaction that we have had to the ex- 
periment so far as I know are the answers to these questionnaires, and 
we are not prepared to evaluate it until we get in all of the replies 
and can make a further study as to the supply aspects other than the 
direct supply here. 

In order to clarify this question that came up, there is a little diff- 
erence in the supply activity of the Army and the Navy as far as 
medical supplies go. The Army prior to this test handled, it was said, 
about 3,000 items here on the coast ; the rest were keyed to the interior. 
The Navy, because of the many ships that come in here, has to make 
immediate issues, and due to the difference in servicing carry over 
5,000 items. So, that is the inherent difference between the two sys- 
tems that have to be brought together for this test. 

Mr. Bonner. That is just what we want. We want better ways to 
improve the test while it is going on. 

ee Admiral Royar. That’s right. We had to put the two things 
together in order to get the test and we both had to learn from this 
test. The Army had to learn how to make the individual issue to the 
ships and we had to learn something about their system. During this 
test we are trying to find out exactly how we can do it and how we can 
accomplish it. I think I would be a little premature to say exactly, 
or make any recommendations as to the test itself until we have com- 
pleted it and can study all of the reactions and the cost involved. 

Mr. Brownson. Admiral Royar, it has been our experience with the 
military installations when anything goes wrong with supply that you 
ordinarily get a rather and sometimes comparatively violent reaction 
from the subordinate commanders whose supply has been interfered 
with. F 

NAVY HAS NO ADVERSE REPORTS ON TEST 


Rear Admiral Royar. Yes, sir. 

Mr. Brownson. Have there been any reactions in the later stages of 
this experiment which would lead you to believe that this supply sys- 
tem is not satisfactorily taking care of your subordinate services aside 
from this? 
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Rear Admiral Royar. So far as I know, we have had no reports 
against it. 

Mr. Brownson. Thank you very much. 

Mr. Bonner. If there is any question about the issues from this 
depot, is it because the Navy hasn't put the stock over here, the peculiar 
stocks that they want issued ¢ 

Lieutenant Colonel Assit. No, sir. I think that this problem here 
that there has been a little misunderstanding. 

Mr. Bonner. I hope there is—— 

Lieutenant Colonel Assi_y (interposing). In this problem, I would 
like to have Colonel Strnad—we have charts here showing information 
about our stock which we would be willing to pass out to you; we 
accumulated these data—— 

Mr. Bonner. Put it right in the record. 

Lieutenant Colonel AsBiLi. Yes, sir. 

(The data referred to appear as Alameda Exhibit 1, p. 248.) 

Rear Admiral Royar. I didn’t want to infer that they hadn't stored 
it, but I say during this test we had to bring these additional items 
over here to make the issue from Alameda. 

Mr. Bonner. That was the intent of the test that you promptly 
bring them over here. 

Rear Admiral Royar. Yes, sir; and it has been done. 


STANDARDS FOR EVALUATING TES1 


Mr. Warp. Did the Munitions Board set any standard as to what 
is “very good” and what is “adequate” and what is “not good”? In 
other words, do they say it will be considered as being “very good” if 
issue is made within 48 hours and that there are no back-orders? Do 
they set any standard like that to go on? Can you answer that, 
Colonel ? 

Lieutenant Colonel Aspiti. I don’t know. On this questionnaire, 
my understanding was they took the three categories there 

Mr. Warp (interposing). They leave it entirely to the judgment of 
the recipient to do that ? 

Lieutenant Colonel Aspiti. That’s right. If they wanted to put 
any additional information on it, they could. 

Mr. Warp. If one fellow thinks he should get his stuff in 36 hours 
and he gets it in 40, he would say it is not very good though someone 
else would think it adequate ? 

Lieutenant Colonel Assit... With reference to the Army, we have a 
certain testing period which we have to meet, which we will explain a 
little later on. The Navy has priority A and B which you have to 
get out immediately and there is priority C and D. If we miss those 
priorities, our customers in the Navy should criticize us. 

Mr. Warp. Is that what each one was told to do, criticize according 
to his own service standards? 

Lieutenant Colonel Aspiti. No; I suppose it was implied in there; 
I don’t know. 

Mr. Warp. I was just thinking from the standpoint of a test and 
measurement that the thing is purely subjective when it is left like 
this. There is no commodity understood standard. 

Lieutenant Colonel AsprLu. Yes, sir. 
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Mr. Bonner. You may proceed, Colonel Strnad. I think we ought 
to clarify this and put it in the record. Read it right in the record. 
Is it a chart you want to insert in the record? Is it lengthy ¢ 

Lieutenant Colonel Srrnap. No, sir; it is very short. 

We stock at this depot for issue to the Army 3,870 standard end 
items. That does not include spare parts. For ‘the Navy during this 
test we have in stock as of right now 5,436 standard stock end items. 
Now, the difference is mainly that we have stocked for the class 14, 
which is the optical classification, which consists of 896 items. As 
you know, for the Army those are keyed to St. Louis and supplied 
world-wide from that depot. That makes up the largest difference. 
The other difference is in class 3, surgical tools. There are some very 
slow-moving surgical instruments which we key to St. Louis. Out 
here—they were moved over here from the Oakland Medical Supply 
Depot for the test. 

Mr. Brownson. On that point, if this experiment were to be pro- 
nounced a success and this technique were to be adopted for this type 
of combined eennen in the future, might it not be possible that the 
end result to meet the Navy needs and at the same time work within 
the range of the Army would be to stock the Army supplies and these 
other 2,000 items close to the coast? This would then satisfy the 
Army requirements and would defer to the Navy requirements of 
immediate service to ships? In other words, you might make a redis- 
tribution of your stockage levels and eliminate some of your stockage 
at St. Louis and decentralize on the west coast in order to meet your 
naval limitation ? 

Lieutenant Colonel Srrnap. There are certain recommendations 
which we would make if this test were continued on and that is one 
of them, that we unkey and maybe the Navy stock out here item for 
item here at this depot, so you could take full advantage of cross serv- 
icing. It would only take a small proportion of St. Louis keyed 
items. That is one of the recommendations. There is no reason why 
it couldn’t be done. We did not do it prior to the test because we 
didn’t know how long this experiment would run, and it would mean 
sending the items back : again. 

Mrs. Harpen. Colonel, the chart refers to quantitative requirements. 
How about the qualitative requirements, and are the specifications 
standard to the maximum degree ? 

Lieutenant Colonel Strnap. To the best of my knowledge, the great- 
est percentage of specifications for the Army, Navy, and Air Force 
are the same for the three needed services. Perhaps General Hays 
has the exact figures. 


FURTHER STATEMENT OF MAJ. GEN. SILAS B. HAYS, DEPUTY 
SURGEON GENERAL, UNITED STATES ARMY 


Major General Hays. I have figures on that if you would like them 
read 
Mrs. Harpen. Thank you, Colonel. 





SERVICE FUNCTIONAL DIFFERENCES AFFECT MEDICAL OPERATIONS 


Major General Hays. First, let me say that in the medical serv- 
ices of the departments there are some functional differences. For 
example, in the Navy the Medical Service takes care of the dead. 
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Therefore, they need embalming equipment and caskets. Inthe Army 
that is done by the Quartermaster. In the Army there is a veterinary 
service which requires certain supplies and equipment, which the Navy 
doesn’t havé. So there are some differences in items that are due 
entirely to functional differences within the medical services. Of the 
two departments now, exclusive of spare parts, there are 6,910 stand- 
ard items in the catalog. That is the armed services catalog of medi- 
cal matériel—5,097 are identical for Army, Navy, and Air Force. Of 
the remaining 1,813 items, 1,471 are cataloged for use by the Army and 
the Air Force and 42 by the Navy and the Air Force; 7 for the Army 
alone, 252 for the Navy alone, and 41 by the Air Force alone. Now, 
of those 6,910 items, the total, 5,328, might be roughly considered as 
to be strictly medic al in nature, in veterinary, or in undertaking sup- 
plies—morticians’ supplies, and things of that kind. Of that 5,328, 
5,097 are come to all three services, which is 95.6 standardization 
among the three services. : 

Mrs. Harpen. Thank you, 

I notice Commander Byrne wanted to make some observation on 
this. 

Commander Byrne. What General Hays has just said is what I 
wanted to say also; I have nothing further on that point. 

Mr. Brownson. At this point I would like to request, with your 
approval, that all recommendations made by the Army, Navy, and 
Air Force as a result of this Alameda test be forwarded to this sub- 
committee, whether or not the test is followed through and regardless 
of future developments. I believe that this subcommittee should have 
for inclusion in the record at this point the recommendations made 
by each of the three using services as a result of this test which has 
been conducted here. I mean by that the complete recommendations, 
such as the recommendation we were just discussing on the geographi- 
cal placement of Army supplies. I think in evaluating this experi- 
ment and in going into other areas of supply the recommendations 
which the skilled supply personnel make on this test will be of great 

value to us. 

Mr. Bonner. Their recommendations to make the test successful. 
So, we will ask that the various services send to the subcommittee 
their recommendations so they can be inserted in the transcript of the 
hearings. 

Mr. Curtis. Mr. Chairman, may I ask that we get some informa- 
tion along this line—whether it would differ materially, I don’t know, 
but I think inasmuch as the test is not yet complete and now that 
they have preliminarily formed some conclusions or recommendations, 
it would be important to us to know in general what they are worth. 
The one you have already mentioned is this suggestion that these 
items be stocked more completely and whether or not there are any 
additional general recommendations that you have in mind at this 
stage. I know you are later going to set down and evaluate the whole 
thing, but maybe other recommendations that you have in mind at 
this point would be of value to us, if there is anything additional, 
and perhaps we might get that. 

Mr. Bonner. Wasn't that what Mr. Brownson asked ? 

Mr. Curtis. I thought what Mr. Brownson was after was at the 
conclusion of the test. 
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Mr. Bonner. It would serve a good purpose for us when we come 
to ultimately writing our report to have it in the record. 

Mr. Curtis. Maybe I have misunderstood. I want to be sure that 
everyone does understand what Mr. Brownson—what I understood 
him to ask, and that is opinions right now of what observations you 
have made and might have rather than when you all sit down and 
really evaluate this thing. As Rear Admiral Royar said, he preferred 
to reserve his judgment and I can appreciate why he would want to 
do it in order to consider everything, but these people who are deal- 
ing with it right now have probably gotten some things that they 
have worked up in mind at this time which would be of value to us. 
Do we understand each other? 

Lieutenant Colonel Aspitt. Yes; I am speaking strictly as com- 
manding officer running this test. There is just one that we have 
and which we would further develop and which will be in our recom- 
mendations to the Munitions Board, which eventually would get to 
you, but certainly I can tell you right now. 

Mr. Bonner. We would like to have it. 

Lieutenant Colonel Aspiti. There is one recommendation that we 
have agreed on here. That is, I say “we,” I am talking now for my- 
self and my stock control officer here. I haven’t discussed this with 
the Navy, with Commander Byrne here and I don’t know what his 
reaction to it is. There is one recommendation and that is satelliting. 
Now I might explain satelliting. Let’s take in the Army, for ex- 
ample, we have a large general hospital over here called Letterman 
and satellited or attached to that hospital for supplies is some 15 
small dispensaries, Army laboratories, Army dental laboratories, re- 
cruiting stations and veterinary inspection teams. They all draw med- 


.ieal supplies from Letterman General Hospital. In other words, we 


send out a case load, for example of 24 bottles of serum to Letterman 
and their requirements to all their satellites is 1 bottle per unit. That 
would mean we would ship 1 case to Letterman and they would break 
down the case and give each satellite 1 bottle of aspirin, which is 15, 
and keep 8 themselves. We would just bill and ship in bulk lots. 
In other words, we would be in the wholesale business, not in the re- 
tail. They would come in and draw from Letterman. That is what 
I mean by satelliting. We only have 50 parent stations in the con- 
tinental limits of the United States which serve probably 300 or 400 
smaller units. However, we only ship to the parent station. It is 
much cheaper; it is faster and we sell bulk lots and case lots and they 
have to break the case down anyway and the satellite unit draws 
from them. 

Mr. Bonner. That is your recommendation that it be shipped to 
the parent unit and not direct from here to the satellite units? 

Lieutenant Colonel Aspirin. Yes, sir. We can’t ship to the satellite 
units now—— 

Mr. Bonner (interposing). What is your recommendation / 

Lieutenant Colonel Aspitt. My recommendation is that the Navy, 
perhaps, satellite their ships that go to sea and the San Diego hos- 
pital or the Los Angeles Island hospital, or draw from here in the 
bay area—one central place, because we ship now to every Navy ship 
and every Navy ship has, I believe, an account number. We have 
Navy ships that come into San Diego which forward the requisitions 
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up to us and we ship from here to San Diego, maybe 10 boxes—maybe 
15 boxes for the ship. 

Mr. Bonner. Your point is you had better ship to the parent dis- 
tributor at San Diego ? 

Lieutenant Colonel Aspiii. That’s right. 

Mr. Curtis. Commander, a good bit of that is done through your 
supply ships and supply warehouses; is that not correct ¢ 

Commander Byrne. That is very true. Overseas ships receive 
most of their medical supplies through the storehouse at bases or 
through floating barges or some fleet issue supply vessels. 

Mr. Bonner. That would be the parent distributor ? 

Commander Byrne. That is the parent. 

Mr. Bonner. That is the same thing, except, Colonel, where the 
satellite was large enough to have a direct shipment made. 

Lieutenant Colonel Asspiiu. Yes, sir. 

Mr. Bonner. All those things are common sense and have to 
worked out in a practical way. 

Lieutenant Colonel Aspiti. Yes, sir; that’s right. 

Mr. Curtis. I would like to have the rest of Commander Byrne’s 
statement, if I may, Mr. Bonner. 

Mr. Bonner. Yes; go right ahead. 

Commander Byrne. I would like to say there are occasions where 
satelliting is desirable and others where it is undesirable. 

Mr. Bonner. That is just what I say. Where it is the most prac- 
tical thing and common-sense thing, that is what we want to get at 
here—some good common sense. 

Commander Byrne. I think the Navy has gone into the question 
of satelliting to a considerable extent and I think the system we have 
today is probably as far as we care to go, or should go. 

Mr. Bonner. I don’t know about that. This subcommittee, in all 
probability, will recommend that this test take another year. I don’t 
think there has been sufficient time for this test to prove its real merit 
and I am going to personally make the recommendation that this test 
go on another year. 

Mr. Curtis. I think the commander had something further to say, 
and I would like to hear it. 


NAVY DIFFERS ON SATELLITING 


Commander Byrne. I would like to say there are many uneconomi- 
cal features involved in satelliting. It means putting additional 
stocks in your supply system, and also, the parent activity frequently 
has to make a further shipment. It is not a question of a fellow 
being next door to you and walking across the street to draw his stocks. 
It takes personnel; it takes trucks; it takes shipment of some kind 
to effect that further redistribution. All that is costly. On some 
occasions it is desirable and others undesirable. 

Mr. Curtis. But it is certainly costly to have three or four depots 
distributing the same item in one immediate section, isn’t it? 

Commander Byrne. Yes, sir. 

Mr. Curtis. And it would make no difference which service runs it. 

Commander Byrne. Yes, sir. 

Mr. Bonner. All right, gentlemen, if you are ready to proceed 
further. Colonel Asbill, you may proceed with your next statement, 
or whomever you desire to present to the subcommittee. 
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Lieutenant Colonel Srrnap. Since the validity of any conclusion, 
based upon an incomplete survey, such as represented by these ques- 
tionnaires, it is considered appropriate that we present certain per- 
formance statistics which we have gathered during the test, which 
give a further indication of quality of customer service. _ a 

A depot which furnished all necessary items and quantities requisi- 
tioned by the required date stated by the requisitioner may be con- 
sidered operationally acceptable. Where any item is not supplied, or 
supplied too late to get to the station by the required date, can be 
considered a supply deficiency. 

In the Army we have two statistical means for measuring these 
deficiencies. One is line items established on dues out and requisi- 
tion line items shipped late. 

I would like to explain each type of measurement a little more so 
that there will be no misunderstanding about. When a requisition 
line is received for an item in an out-of-stock position, it either is 
extracted to another supply source or placed on dues out. “Dues 
out” may be considered a clerical means for keeping a requisition line 
active. It is a standard device used throughout the military services 
and industry to preclude the necessity for rerequisitioning. It should 
be noted and clearly understood that a requisition line established 
on due out, while technically a supply deficiency, does not necessarily 
result in a failure to provide proper medical care for patients. A 
dues out only becomes serious when supplies desired fail to reach 
the requisitioner by the required date, or the station’s stocks on the 
item are exhausted and there is no acceptable substitute. 

Now, this chart is intended to show the comparative significance 
of dues out in the over-all picture of supply operations since the 
commencement of the test, covering a period of March 1—July 25, 1952. 

During this period we have received 211,373 requisition lines from 
Army, Navy, and Air Force activities. On these requisition lines we 
have been able to take positive supply action on all as represented by 
this black portion [indicating], except 12,576, or 5.95 percent which 
were established on dues out. As can be seen, the great bulk—the re- 
mainder was for some reason out of stock position and had to be es- 
tablished on dues out. 

In order to determine just how long it took for an item established 
on dues out to get released, we made a further study of dues out, estab- 
lished during May and June—very important months during the 
test—and we discovered from that study of our dues out established, 
49 percent of them were released within 15 days after they were estab- 
lished ; 27 percent were released 15 to 30 days after the establishment 
and the remainder was over 30 days. 

It can readily be seen from this chart that we have been able to take 
supply action on the great bulk of the lines received, even though they 
were established on dues out. The largest majority, or 76 percent, were 
released in 30 days after establishment and consequently should not 
have necessarily resulted in serious supply shortages. 

The second statistical means, as mentioned, that we have for meas- 
uring quality of customer service is a line shipped too late from this 
depot to reach the requisitioner on the required date. Even though 
the required date may be unreasonably early and the shipment only 
a few days late, for statistical purposes the Army considers such a line 
late. It should be realized, however, that a shipment received by a 
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station a few days after the required date does not necessarily result 
in a supply shortage affecting the care of the patients. In other words, 
recording late lines is primarily a statistical means for determining 
the extent to which the depot has fallen short of 100 percert efficiency 
in the performance of its mission. This chart shows the comparison 
of late shipments during the test period to the total lines shipped. The 
large bar represents the shipments made in terms of lines thousands, 
and reached a peak of 55,513 lines shipped during May. These data, 
incidentally, are carried through July 25. For the month of July, the 
dark portion of this chart represents the lines that were shipped on 
time. The lighter portions represented by this portion of the chart, 
represents late shipments. It will be noted that the high in late ship- 
ments was during April, when it reached 15.2 percent of total lines 
shipped. It, however, has steadily decreased since that date to July 
when it reached 4.3 percent of total lines shipped. 

Now, of these late shipments, the lighter portion shown at the very 
bottom, represents those late shipments which were the result of oper- 
ational faults or difficulty at the depot. We admit during March 33 
percent of these late shipments reflected here, or 1,219 were our re- 
sponsibility. However, we have steadily been able to reduce that 
figure until during the month of July we have only 19 lines which were 
late and the result of delay in depot processing, or 1.2 percent of the 
total late shipments. 

It may well be asked, What are the other reasons for late shipments, 
those we consider not the fault of the depot? I explain in considerable 
detail in the brochure these various other reasons, but I will touch 
upon them briefly. 

One large category of late shipments are due out releases. An item 
we previously established on due out because the stock was not avail- 
able and when the stock came in, we released it, but it did not reach 
the station until after the required date. In many cases dues out 
are released in time and are held up for some reason or another. 

Another larger category of late shipments, is late receipt of extract 
requisitions from other depots. We frequently are directed by the 
central inventory control point to take action on an extract requisi- 
tion from another depot and due to the extract time involved and the 
shipment time to other distribution areas, results in late shipment. 
Another category is late receipt from the requisitioner. Occasion- 
ally, a requisition comes in which actually does not give a depot nor- 
mal processing time. We do everything we can to get it out on time, 
but if it goes a day or two late, it is a late shipment and is shown as 
such on our report. 

It is believed the following conclusion can be drawn from this chart : 
That late shipments have been steadily decreasing percentagewise, 
from a high of April until July. Late shipments due to delay in 
depot processing have been falling steadily downward. A very minor 
percentage of total late shipments are within the province of this 
depot to correct. 

LATE SHIPMENTS 


In addition to this we have further analyzed late shipments by 
taking the first 500 requisitions we received at this depot after the 
test began—Army, Navy, Air Force. We discovered in analyzing 
those requisitions that of 3,199 lines recorded as late shipments, 2,325 
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lines, or 72 percent were shipped within 1 to 15 days after the original 
shipping date; 874 lines, or 27.3 percent were shipped after 15 days 
or the original shipping date. Thus, the large majority of late ship- 
ments rec orded as such statistically were released within 15 days of 
the date, which would have meant the shipment was on time had we 
been able to ship it at the time we were supposed to. 

Mr. Bonner. What month reflected the height of your late ship- 
ments ¢ 

Lieutenant Colonel Srrnap. April. 

Mr. Bonner. That was the height of your late shipments. Does 
that column going up indicate excessive demand during that month 
by the column being so much higher than the other columns? 

Lieutenant Colonel Srrnap. We received a very large number of 
requisitions from all services. 

Mr. Bonner. More requisitions in that month than you did in these 
other periods? 

Lieutenant Colonel Srrnap. That is correct; it was a very heavy 
month. 

Mr. Bonner. Percentagewise, your late shipments weren't any more 
then than they were at any other time? 

Lieutenant Colonel Srrnap. No, sir, they were larger, 11.6 percent, 
during May. 

Mr. Bonner. I am referring to that chart comparison of late ship- 
ments with total lines shipped so the record will show that. 

Lieutenant Colonel Srrnap. We would like now to discuss cross 
servicing which has been possible under this test operation, which we 
feel will be of great interest to the committee. 

Just to make clear what we mean by cross servicing, in our discus- 
sion we consider cross servicing to be making the stocks of one service 
available to another service if that service has a need and cannot get 
the demand from their own assets. 

Cross servicing has been facilitated by the test operations, con- 
ducted here, and has been accomplished on a simple, efficient basis. A 
stock balance listing is prepared weekly for editing requisitions. This 
is normal operating procedure. This balance listing includes infor- 
mation pertaining to all three accounts, such as stock on hand, stock 
due in and due out. 

Immediately upen receipt of this listing on Monday morning, it is 
reviewed by the liaison officer of each service to determine those 
items which are out of stock or on due out which can be supplied 
by one of the other two services. A request is then placed on another 
service for the stock requisitioned and normally within 2 days after 
the request, we have assessed the stock and the dues out have been 
released. 

Mr. Bonner. You are speaking of cross servicing in your own ware 
house of the various stocks ¢ 

Lieutenant Colonel Srrnap. Yes, sir. 

Mr. Bonner. As long as you continue that you will never get 
unified medical service. I wanted the record to show that. 

Lieutenant Colonel Srrnap. It should be noted that cross servicing 
is also accomplished at another level besides the depot level. We do it 
here based upon the demands for common items. It . _ accom- 
plished at another level, at inventory control stations, in Brooklyn, 
N.Y. These offices, as part of their normal requ irene analysis and 
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ee urement operations, direct transfers of stocks between the services. 

o physical movement of matériel is involved; it is normally a simple 
paper transfer between stock accounts. In this manner full utiliza- 
(ion of available excess stocks of other services is effected prior to the 
initiation of new procurement. This procedure is also used for stock 
balancing purposes among the several depots. Approximately 80 per- 
cent of the cross servic ing accomplished at this depot during the test 
period and reflected in these figures, was the result of such transfer 
directives from the inventory control offices. In the aggregate, dur- 
ing the first 5 months of test operations, cross servicing between the 
departments totaled $1,924,822.55. The detailed transfers between 
the services are shown in the brochure and I will not read them. 

The basic policies that we have followed on cross servicing at depot 
level are also set forth in the brochure for the information of the 
committee. 

I have attempted up to now to provide an explanation of the man- 
uer of our operation at this depot 

Mr. Curtis (interposing). Are you reaching cross servicing now 4 

Lieutenant Colonel Srrnap. Yes, sir. 

Mr. Curtis. I would like to ask a couple of questions, and one par- 
ticularly to make an observation, actually by having this Alameda test 
it has facilitated cross servicing to a great extent “has it not? 

Lieutenant Colonel Srrnap. Yes, sir. 

Mr. Curtis. In other words, you have it right under your own 
supervision, and I dare say the amount of cross servicing that has 
gone on thas been a great deal more than would normally go on. 
Do you have any figures that would substantiate that, or will you 
when you draw up your conclusions? Will that be pointed up so that 
we have some basis of showing that by using this system of cross 
servicing it becomes a great de eal more effective and it occurs more 
frequently. Will we have those figures? 





CROSS-SERVICING AT DEPOT LEVEL 


Lieutenant Colonel Strnap. The Munitions Board probably will 
have the figures as to the cross servicing that is accomplished prior to 
the test period to compare with those during the test period. 

I would like to point out under the test, this is the first real example, 
or where we have had depot level cross servicing. It has always 
been in the past on emergency requirements, but under the test we 
have gone out for cross servicing as the demand arises, which would 
produce more cross servicing than would probably be had under 
the previous svstem. 

Mr. Curtis. Yes; you have made it feasible to do it at that level, 
and your test would show by using this system of warehousing—just 
warehousing alone—the feasibility of cross servicing is great. 

Lieutenant Colonel Srna. That’s right. We can help a great 
deal—I think we have helped the Navy a great deal too in this cross 
servicing operation. 

Mr. Curtis. Thank you. 

Mr. Rosacx. In that connection, what is the ratio in dollar value 
of the aggregate cross servicing for this period, compared to the total 
issue# You have a figure here of almost $2 million for cross servicing 
during the test period. 
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Lieutenant Colonel Srrnap. No, sir, I don’t have that ratio figured 
out, but in your brochure you do have the total dollar value of the 
issues of shipments made by the depot during this test period. 

Mr. Rosack. What is the aggregate issue ? 

Lieutenant Colonel Srrnap. Aggregate issue, $9,152,000. 

Mr. Ropack. Roughly, the cross servicing will be something like 
20 percent ? 

Lieutenant Colonel Srrnap. That’s right. 

Lieutenant Colonel Asi. Approximately $10 million issue during 
the first 5 months; therefore, $2 million was cross servicing. 

Lieutenant Colonel Srrnap. You can’t compile it like that—not to 
issue—for this reason: In many cases some of the transfer documents 
by the central control point were for longer stocks—for longer periods 
of time. In other words, if the Air Force has an excess on an item, 
they might transfer a 3 months stock to the Army. 

We have several sections of the brochure devoted to workload, man- 
power and cost statistics for stock control, storage, and procurement 
operations at the depot. I do not propose to go into that in the oral 
discussion, If there are any questions on that, I assume the commit- 
tee will ask them. 

There is one important point, though, which we feel should be dis- 
cussed at this time for the record, and that is under storage operations. 
We feel storage operations at the Alameda Medical Depot under the 
medical supply test reflect considerable progress in the field of unified 
supply operations and demonstrate the advantages inherent in such 
unification. Due to the fact that there was no stock segregation under 
the test operations optimum utilization of space potential has been 
possible. 

I would like to describe that briefly. In a storage operation such as 
ours there are involved several thousand items, and it is necessary to 
locate each item in such a manner as to permit its rapid location and 
selection for issue purposes. This segregation by item results in what 
is referred to as “potential” storage space, namely, more space for 
additional units of the same item in the stack set aside for that unit. 
Consolidation of medical supply activities for the Department of 
Defense on the commodity basis, such as is done here, permits the 
maximum utilization of such space potential. When you gentlemen, 
and lady, visit the depot you can see more clearly what we have in 
mind. 

Mr. Rorack. Is there any assigned money volume for comparison 
between the test period and the base period? In other words can you 
assign the money value to that savings? 

Lieutenant Colonel Assriy. I perhaps can answer that. The feeder 
reports are sent direct to the Munitions Board where they are accumu- 
lating these data to present, I believe, to the committee. We do not 
have the Navy figures here. So, we have no way of arriving at that. 
We just have our cost as we send those figures forward each week and 
they are accumulated at the W ashington_ level. 

Mr. Rozack. I think, Mr. Chairman, that the figure should be sup- 
plied to the subcommittee with respect to the comparative data as to a 
oa savings figure; if it is possible, that would help us. 

Lieutenant Colonel Assit. We are auditing our figures now; they 
can be supplied. 
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Mr. Bonner. Supply them for the record. 
(Nore.—These data will be available during January 1953—see 
attached letter.) 
MUNITIONS BOARD, 
Washington, D. C., November 19, 1952. 


Hon. Hersert C. BONNER, 
Chairman, Subcommittee, Intergovernme ntal Relations, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: In reference to your letter of November 7, 1952, the 
final evaluation report of the Alameda medical-supply support test is not yet 
available. Since that test was conducted as part of an over-all study of military 
medical-supply operations under the Department of Defense supply-systems 
study project, it is planned to distribute the final evaluation report concurrently 
with the study report of the over-all study. 

It is expected that both reports will be completed during January 1953. Your 
subcommittee has been placed on the distribution list of both reports for high- 
priority distribution. You will promptly be furnished copies of both reports 
when they are printed. 

Sincerely yours, 
Joun C. Houston, Jr., 
Erecutive Vice Chairman. 

Lieutenant Colonel Aspitt. Within 4 to 5 days, Congressman 
Bonner, we will have those figures. They are being audited now and 
we could send them to you. We do not have them available here at 
this time. 

Mr. Bonner. You will supply that for the record at that point as 
of the present time. 

Has there been a survey made yet to determine how much storage 
space you have saved by this unified distribution ¢ 

Lieutenant Colonel AspiLu. No, sir; there has not. 

Mr. Bonner. You haven’t made that ? 

Lieutenant Colonel Aspiti. No, sir. 

Mr. Bonner. You haven’t made any survey as to the personnel you 
have saved ? 

Lieutenant Colonel Asrityi. No, sir; we have not at this depot, but 
it will be made. 

Mr. Bonner. It will be done? 

Lieutenant Colonel Assitu. Yes, sir; it will be done. 

Mr. Bonner. Taking into consideration the over-all picture as it 
was before? 

Lieutenant Colonel Assitu. That’s right. 

Mr. Bonner. That will be supplied to us for the record. 

Lieutenant Colonel Assit. Yes, sir. 


PACKAGING AND CRATING 


Mr. Curtis. On this storage, is there any difference in the packag- 
ing and crating between the services of the same items? 

Lieutenant Colonel Aspity. No, sir. That is all worked out in the 
specifications. 

Mr. Curtis. That had already been accomplished ? 

Lieutenant Colonel Aspiti. Let me put it this way. We get a cer- 
tain percentage—probably a higher percentage of overseas items 
packed from the manufacturer here armywise than perhaps the Navy 
gets into our depot system, due to our being a “boat filler depot.” 
It is a little higher packed because most of our tonnage goes overseas 
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direct to Korea, which is a big supply point over there. That is the 
only difference. We all work on the same specifications—packing 
specifications, 

Mr. Curtis. From the manufacturer—— 

Lieutenant Colonel AspiLu (interposing). That’s right. 

Mr. Curtis. Do you do any repackaging and recrating here! 

Lieutenant Colonel Assit. Yes; we do a considerable amount. 

Mr. Curtis. There have been no differences that you had to deal 
with in handling this as far as packing and crating specifications are 
concerned ¢ 

Lieutenant Colonel Aspiti. There has been a little increase of re- 
packaging for the Navy, a slight increase. I do not believe though 
that they did as much repac king for their ane activities as the 
Army does now for its activities. 

Mr. Curtis. But in the repackaging, the services follow the same 
specifications; is that right? 

Lieutenant Colonel Assit. Yes, sir. 

Mr. Curtis. Is that right, Commander? I notice you shaking your 
head. 

Commander Byrne. I don’t think that is entirely true. During the 
test the Navy has accepted the Army’s method of packaging and mode 
of shipment. There have been a number of differences, but we have 
gone along with the Army’s method. I will give you one example. 
A shipment of serum requiring dry ice, might well be sent by the 
Navy by parcel post, assuming it will arrive before the dry ice expires; 
whereas, I think the Army system is to use air express and was not 
using dry ice. 

Mr. Curtis. By using a different package, perhaps? 

Commander Byrne. Yes, sir. 

Lieutenant Colonel Assiiu. It is a little larger package when you 
put dry ice in it. 

Commander Byrne. Another instance where there has been a dif- 
ference between the services, and that is in regard to how long an item 
will keep under dry ice, and again we have accepted the Army’ s ship- 
ment method, although in one case, Pearl Harbor, which is getting 
a weekly shipment of a deterioative item, complained about that; thi at 
it was not being received under refrigeration, and before the Navy 
had been refrigerating it. 

Mr. Curtis. You get discrepancy reports back on anything that 
comes poorly packaged, and so forth? 

Commander Byrne. It wasn’t a question of being 

Mr. Curtis (interposing). No, I can understand. I shouldn’t have 
used the words “poorly packaged,” but following the packaging spec- 
ifications they didn’t do the job. The net result, though, would be, 
would it not, in an operation like this, there should be one best way 
of packing and shipping, and the net result would be any differences in 
the service that exists should be terminated and the best system of 
shipping would be adopted. So, that would be an advantage that 
eventually would come out of this sort of operation, would it not? 

Commander Byrne. Yes, sir. As I say, we have used the Army’s 
method. 

Mr. Curtis. I appreciate that, but there is no reason why the Army 
and Navy should be shipping according to different specifications the 
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same item. There should be one way that is the best way of pack- 
aging and shipping the item and that is just as important a thing 
of getting unified on that. Now, true, the specifications are written 
up at a higher echelon than at your level. You take the specifica- 
tions that are written for you as far as packaging is concerned, isn’t. 
that true? 

Commander Byrne. There are some methods of packaging and the 
mode of shipment will be left to the discretion of the individual depot. 

Mr. Curtis. Of the individual depot ? 

Commander Byrne. Yes, sir. 

Mr. Curtis. And in that instance, of course, you would all follow 
the same? 

Commander Byrne. Yes, sir. 

Mr. Curtis. But sometimes when the specifications come down from 
a higher level, so unification on that, or unification on packaging should 
be cordinated at a higher level, but none the less, you people i if you 
follow an operation like this would be passing on information to a 
higher level which would help promote that unification, if you follow 
me ¢ 

Lieutenant Colonel Aspitn. Yes, sir; I think so. 

Mr. Kennepy. With respect to this packaging phase, has the Muni- 
tions Board Standards Agency had any representative out here to 
review your experience in this regard ? 

Lieutenant Colonel Assi. No, sir. 

Mr. Kennepy. Have you made any recommendations to the Stand- 
ards Agency ¢ 

Lieutenant Colonel Assit. In fact, not for some time—not during 
the test. We have made recommendations prior to that perhaps on 
certain types of items. Maybe we have during the tests; I don’t know. 
We send those forward to Washington when we make them. We 
have hade some complaints on packaging from overseas. For example, 
this X-ray tube, on packing that thing, we should have maybe a 
suspe nded sling, and a little more bracing, something like that. We 
run into that and we send those forward and request the packing spe- 
cifications; we do that constantly, but it has not resulted from the 
test—let’s say it that way. That is a normal problem. 

Mr. Kennepy. Under the directives which set up the medical test, 
did they place any responsibility on you to make these recommenda- 
tions, either during the test or in summation of its conclusions? 

Lieutenant Colonel Aspiti., No, sir; but I believe it was implied in 
there that we conduct it under Army specifications, and if they were 
not sufficient to protect the item either for the Army, Navy, or Air 
Force, then we should recommend that the specifications be changed. 
Here is an instance. We have recommended that the cargo coating 
specifications be changed, because it proved we could not ship, for 
example, under Navy methods. So, we recommended to our cargo 
coating people that they put an additional coat in order to protect 
Navy shipments. 

Mr. Kennepy. If they received no recommendation under that 
implied feature, the Munitions Board Standards Agency would be 
led to believe that there were no problems in that area ? 

Lieutenant Colonel Aspiti. I assume that’s right. 
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EACH SERVICE USES DIFFERENT REQUISITION FORMS 


Mr. Bonner. Colonel, do I understand that each one of the services 
is requisitioning on different forms—using different requisition forms ¢ 

Lieutenant Colonel Asnitzt. Yes, sir: I believe that is true. 

Mr. Bonner. All three services have a separate form of their own— 
different form ? 

Lieutenant Colonel Assriy. Yes, sir; they come to us that way. 

Mr. Bonner. Is any study being made now for uniform requisi- 
tioning ¢ 

Lieutenant Colonel Asniti. That, I couldn’t answer. 

Mr. Bonner. Of course, in making this test, you are here where 
you can observe. 

Lieutenant Colonel Aspitu. Yes, sir. 

Mr. Bonner. Have you made any suggestions ¢ 

Lieutenant Colonel Assinu. We have not, Congressman Bonner, be- 
cause it doesn’t make a bit of difference to us what form they use in 
putting in a requisition, as long as there are certain requirements— 
certain figures on certain lines over there. We don’t care whether 
it is a piece of paper; we can still fill it at this depot. 


MORE WORK REQUIRED WHEN STANDARD FORMS NOT USED 


Mr. Bonner. Doesn't it require more detailed work when it isn’t a 
uniform requisition blank ¢ 

Lieutenant Colonel Aspini. Yes, sir; I believe it would. 

Mr. Bonner. Then, wouldn’t it be more economical to have a uni- 
form requisition ¢ 

Lieutenant Colonel Aspitu. Yes, sir; I certainly agree with you. 

Mr. Bonner. Then I ask what is the objection to a uniform requisi- 
tion blank? ‘The three services are present here and I would like to 
have, on the record, the objections that any of the three services would 
have to a uniform requisition blank. 

Lieutenant Colonel Assit. There is no objection as far as the Army 
is concerned. 

Mr. Bonner. Do you have an objection ¢ 


NAVY OBJECTS TO USE OF STANDARD FORM 


Commander Byrne. I would say this: In the Navy in all categories 
of material, we use a standard form. 

Mr. Bonner. I don’t care, Commander Byrne, whether they accept 
your form or the Air Force form or whose form; certainly they are 
good forms, but why not have a uniform form ? 

Commander Byrne. I think it would be a form used in the supply 
over-all categories of material in all the services, otherwise you are 
still going to have differences in originating a new form for medical 
stores, which doesn’t simplify the problem. Actually, it introduces 
into the Navy supply service a new form. 

Mr. Bonner. The individual receiving the forms—it would certainly 
be simpler and easier for that individu: I to have the same form before 
him all the time than it would to have three different forms? 

Lieutenant Colonel Aspiti. Absolutely. 
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NEED FOR PRACTICAL APPROACII 


Mr. Bonner. These are the little technical things—the little pe- 
culiarities and we want to work them out fair to all. I am like that 
fellow that wore that button around here a short while ago, “I love 
everybody,” but I want to get this thing down to a common sense basis. 
We want to recommend practical things. We don’t want this thing 
going on just branching out all the time and everyone having a differ- 
ent pigeon to fly the same route when one pigeon can carry all the 
messages just as well. That is what we want to find out, what is the 
objection to a uniform requisition blank, and it should be tested here. 
This is the pilot study and it should be tested here. I am disappointed 
that it hasn’t been attempted before this. When I made the statement 
just now about this test going on—I mean that this program should 
go on indefinitely, but not that the naval base standing over here with 
a lot of storage space and personnel is unused indefinitely—I hope that 
Navy personnel can be used here during the test and I understand it 
has been to some extent. 

Lieutenant Colonel Aspiu. Yes, sir. 

Mr. Bonner. But I wanted to make that clear, and I personally 
have no doubt and I hope others have no doubt here that this thing 
can be successful. I know with the cooperation of men as able as 
you men are you can make this thing work. 

Mr. Brownson, do you havea question ? 

Mr. Brownson. I have no further questions at this time. The only 
thing, Mr. Chairman, that I would suggest would be that we open this 
whole thing up so some of the distinguished gentlemen representing 
others may feel free to give us their fullest opinions, but I have no 
specific question right now. 

Mr. Bonner. You have made a good suggestion. 

Mr. Curtis. Mr. Chairman, I would like to—this is possibly a little 
over the line, but I don’t believe it is if you will analyze it. Supply 
has been of tremendous advantage to maintenance and other branches 
of the service by reporting back to them any points of abnormal usage. 
Now I presume in the Navy you have a system of reporting abnormal 
usage, whether it is excessive or below normal; do you not, Com- 
mander ¢ 

Commander Byrne. Abnormal requirements are controlled at the 
depot level. If an excessive quantity is requested it must be justified 

Mr. Curris. But, for instance, an abnormal usage, where there was 
some defect in a spare part, for example, in some piece of equipment 
that was constantly going out, and supply frequently is the first place 
vou can catch it. Over all, the maintenance unit probably should 
report it, but frequently it has turned out that supply sees it first, 
because it is on your stock requisition. Do you have a system in the 
Army for that? 

Lieutenant Colonel Aspini. Yes, sir; they do. 

Mr. Curris. And the same thing would be true of packaging, and 
also in the case of some one user using more, maybe it would reflect 
back and usually does reflect back in the original purchasing 
requirements. 

Lieutenant Colonel Aspiiy. Yes, sir. 

Mr. Curtis. Now, having made that preface on it, a test of this 
nature, what are you doing to make that determination? Do each 
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one of you report back to your own units in the same way that you 
have before any abnormal usage ¢ 

Lieutenant Colonel Aspruu. In the Army anything that has been 
brought to our attention either overseas, and comes back through the 
port and over to our depot, we forward it on to the people in Wash- 
ington with our recommendations, or from our zone of interior sta- 
tions—from the stations in the continental limits here west of the 
Sixth Army area 

Mr. Curtis. Suppose you have an item that both you, the Navy 
and the Air Force, are using, and the Navy shows excessive usage and 
the other two normal, is there any way in this test where you will 
make a note of that fact? That is one tremendous advantage that 
could be derived from this thing. 

Lieutenant Colonel Aspiui. I perhaps misunderstood you. Are 
you talking about excessive issue of an item ¢ 

Mr. Curtis. That’s right. That is the same thing as when you 
have—when it goes out and a new requisition comes in for it. 

Lieutenant Colonel Aspiti. That is all in the requirements and 
stock control points. 

Mr. Curtis. Abnormal usage, whether it is excessive or below nor 
mal, can come from a hundred different sources, and that frequently 
is the very thing they will call attention to. The supply organization 

can catch it. Now, what I am posing is this: Here you have the 
three services together using the same items and a comparison imme 
diately at this depot of any abnormal usage of the Navy would reflect 
maybe normal usage of the Air Force and the Army. It would give 
you added information to pass on. Do you utilize those statistics ? 

Lieutenant Colonel Asrini. Not at the depot level. However, I 
believe they are utilized in the requirements and stock control points 
of the three services, which are in the same building in New York. 
You see, they have it there and they could evaluate that. 

Mr. Curris. Yes; but you could pass on the information from 
Alameda. 

Lieutenant Colonel Assit. We do by a stock status report. 

Mr. Curtis. And through your reporting to the Army you would 
likewise see that during the same period the Navy has not had exces 
sive usage or whether it decreased ¢ 

Lieutenant Colonel Aspity. Yes, sir; but we are not doing tliat. 

Mr. Curtis. You haven’t gotten into that. This is perhaps a col- 
lateral point, but to me it is a very important one. I am afraid we 
are not utilizing enough in the services information that comes to 
supply along this line to channel it back to your maintenance and user 
organizations. 

Lieutenant Colonel Aspint. We have not utilized that at this 
depot level. 

Mr. Curtis. That is all. 

Mr. Ropack. What is this e ategory, “Total productive man-hour 
cost” comprised of in your comparative study ? 

Lieutenant Colonel Srrnap. Of man-hours. 

Mr. Rosack. The direct labor costs that have been involved by the 
additional workload ; is that what it is? 

Lieutenant Colonel Srrnap. The total man-hours—productive man- 
hours that have been. It includes such things as leave and that sort 
of thing. It is productive man-houis of work. 
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Mr. Ropack. Do you assign some overhead for these cost increases 
administrative overhead ? 

Lieutenant Colonel Srrnap. This is strictly the productive man- 
hours within stock control, storage, and procurement divisions. The 
total costs are computed in these cost reports that we will submit to 
the Munitions Board. 

Mr. Rosack. With regard to storage operation, as shown for the 
month of April in your brochure, it appears that the productive man- 
hour costs during the test period have increased 97 percent ? 

Lieutenant Colonel Srrnap. The man-hours is 82 percent. 

Mr. Ropack. I am talking about the cost. 

Lieutenant Colonel Srrnap. Yes, sir. 

Mr. Ropack. And the increase in receipts and shipments increased 
54 percent. In other words, on the face of it, the costs of storage 
operations have increased more than the increased workload ¢ 

Lieutenant Colonel Srrnap. The thing to consider there is this: 
That the test period reflects the pay raises that were passed for civil- 
ian employees and the military, whereas the base period does not. 
Actually, you cannot strictly compare the cost with the increase of 
work. You have to compare the man-hours with the increase in work, 
because if the pay grades had been exactly the same, presumably 

Mr. Ropack (interposing). But on the face of it, there is no indi- 
cation that there have been any sav ings In cost as ¢ ompi ared with the 
increased workload during the test period. 

Lieutenant Colonel Srrnap. Not if you look exactly at receipts and 
shipments and consider the tonnage on hand and procurement, and so 
forth; there is. 

Mr. Rosackx. With regard to procurement operations, on page 29 
I find an even much greater increase in cost overhead relative to the 
particular procurement functions that you are responsible for at 
this level. 

Lieutenant Colonel Srrnap. That is true, and I think it is explained 
generally in the brochure. We have had a different type of procure- 
ment mission here than they had at the San Francisco medical depot 
during the base period. The procurement here involves things like 
engineering contracts, whereas the San Francisco medical depot is 
primarily engaged in supply procurement. 

Mr. Rorackx. From your observation of the test here, what do you 
consider are the substantial areas of savings? 

Lieutenant Colonel Srrnap. The substantial areas of savings will 
result, we feel, in stock control and primarily in storage operations, 
because we have one line for this selection of stock, one shipping line, 
one group of storekeepers, and so forth. Wouldn’t that be your opin- 
ion, Colonel Asbill ? 

Mr. Ropack. But the data you have supplied on storage operations 
do not at this stage of the analysis indicate any substantial savings. 

Lieutenant Colonel Srrnap. They do not at this stage; that is 
correct. 

Mr. Rorackx. Now, from your observation at this one consolidated 
depot, is there any reason why the procurement function could not 
be a single service function in this field ? 

Lieutenant Colonel Srrnap. Are you speaking of depot level 
procurement ? 
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Mr. Ropack. No; I mean over-all procurement functions in the med- 
ical field. Is there any necessity now for a triservice procurement 
function and a single service issue function ? 

Lieutenant Colonel Srrnap. We do not have a triservice procure- 
ment function. We havea single procurement agency, which operates 
under the Army’s administrative rules and regulations. It is jointly 
statfed by Army, Navy, and Air Force. I don’t quite jadeloeing the 
question. 

Mr. Rosack. Do you consider that the distribution function at this 
level from this depot has the same relationship as procurement? In 
other words, do you not have triservice procurement and single service 
distribution in the medical field ? 

Lieutenant Colonel Srrnap. You have a triservice requirements 
determination function, as I mentioned in the first chart, on plans 
and computations and on item requirements, and from that point 
on it goes into a single procurement agency and here at this level 
single distribution. 

Mr. Rosack. Is there any reason from your operational experience 
why a single department could not purchase all the medical supplies ¢ 

Lieutenant Colonel Aspiuy. The only example I can cite is that—are 
you referring to a single agency other than a medical agency to pro- 
cure medical supplies‘ Is that what you are referring to/ 

Mr. Rosack. | am talking about a single service or a single depart- 
ment. 

Mr. Warp. May I interrupt just a moment! I think Mr. Roback 
is talking about Secretary Lovett’s directive of the 17th of July, last 
year, where he said that they were going to study the feasibility of 
one service procuring and warehousing ‘and distributing for all the 
services on a single-service basis, rather ‘than on a joint basis, 

Lieutenant Colonel Aspiit. I do not believe I am qualified to say 
at this level. I am not familiar with that. 

Mr. Bonner. That question is beyond the scope of the study being 
made here / 

Lieutenant Colonel Assit. Yes, sir; it is. Is that fair to say that, 
Mr. Roback ? 

Mr. Ropack. I merely asked from his operating experience in this 
field, whether the material was of such nature it would require a tri- 
service procurement, whereas they were just distributing on a single- 
service basis. 

Lieutenant Colonel Aspiti. Let me put it this way. Maybe I can 
clear this point up. I have worked in a general depot, for example, 
where we had a general depot headquarters procuring for the Signal 
Corps, Ordnance, Quartermaster, and Medical. It was headed up by a 
Quartermaster officer. We found that very unsatisfactory, because 
we felt like all the services feel, maybe right, maybe wrong, that we 
were not getting the service that we were ‘entitled to, as we would if 
we had procured it ourselves, knowing the nature of the item, and 
knowing the requirements. We felt we would get much better service 
if we established our medical depot for our port areas and our procure- 
ment. In other words, we did our own procuring—pulled out from 
the depot headquarters where the procurement was handled by a single 
service, because we were not getting the performance that we thought 
we needed. Does that in a roundabout way answer your question ? 
That is my feeling on it. 
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Mr. Rozack. You made the statement in this presentation here that 
single-service supply operations as performed by this depot do not 
reduce the volume of procurement in the procurement pipeline. Now, 
do you believe upon the basis of your operating experience that this 
kind of operation ought to give you some authority to appraise and 
have some authority over the requirements of the services? Do you 
think if you had such authority it would facilitate your performance 

Lieutenant Colonel Srrnap. We have only a small view at the depot 
level of the total over-all picture. The people in the central inven- 
tory gen point know the over-all picture and plans. We are not 
really in a position to determine on any item whether we have too 
much or too little, because we do not know what is planned for those 
stocks. I would say, as far as my personal opinion is concerned, that 
we would be skating on rather thin ice if we attempted to ore at this 
level any stocks we might have on hand are too few or too many, 
lacking the complete over-all planning and requirements ah webs ition. 


TEST COMBINES DISTRIBUTIVE FUNCTIONS 


Mr. Ronack. So that the distribution function as you are perform- 
ing it in this field now is merely bringing together under one roof, 
you might say, what has been performed under probably two or three 
supply arrangements? 

Lieutenant Colonel Srrnap. Yes, sir. ‘There has been no duplication 
of storage and distribution. 

Mr. Ropackx. You made the statement that 88 percent of the cross- 
servicing arrangements were required by directives from the control 
points, and were those directives issued without regard to this par- 
ticular test operation either prior to or independent of the fact that 
those operations were consolidated at this depot ¢ 

Lieutenant Colonel Srrnap. That type of cross servicing was done 
prior to the test; the Army and Air Force, having worked together 
for many vears, have always cross-serviced on that basis. 

Mr. Rosack. That particular statistic does not emanate from the 
institution of this test ¢ 

Lieutenant Colonel Srrnap. No, sir. 

Mr. Ropack. And whatever advantages may flow from cross servic- 
ing would flow from the physical proximity to those stocks, or the fact 
that the stocks are in one place ? 

Lieutenant Colonel Srrnap. Yes, sir: that’s right. 

Mr. Rosackx. Not from the fact that the study itself encouraged or 
directed higher headquarters to go into an expanded field of cross 
servicing ¢ 

Lieutenant Colonel Srrnap. The cross-servicing has been facilitated 
by having the stocks under one roof. 

Mr. Rornack. But the decision to do the cross-servicing was not 
related to this particular operation ¢ 

Lieutenant Colonel Srrnap. Very likely—— 

Lieutenant Colonel Assit. (interposing). I might point out that 
this—right now—that they have a monthly stock status report which 
goes in from here. We cross-service here data and bring to their 
attention items out of stock position, which has facilitated require- 
ments of stock control which enables them to get together and give us 
faster action. 
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Mr. Ropack. Are all those cross-servicing actions that are not prose- 
cuted over here, are they done as before—each separate service where it 
finds itself short in its stock level draws upon some supply center 
elsewhere ¢ 

Lieutenant Colonel Srrnap. Yes. 

Mr. Rowack. In other words, does the N: avy draw upon the Army 
here before the Navy tries to build up a stock level from some other 
Naval supply point ? 

Lieutenant Colonel Aspitt. What they do, the Navy here, if they 
get in a back order of, say, 15 of an item, we cross service that day. 
That doesn’t mean brought from their depot over here. If they didn’t 
have the 3 months’ stock level over here, we cross-service that day on 
that particular item, but they make an attempt to bring it over here 
from their other depot—not from Clearfield and not from the eastern 
depot. 

Mr. Rorack. All the cross-servicing data at this depot indicate all 
three services have requisitioned, drawn, or issued the same amount. 
In other words, they took from another service about as much as they 
gave it. Now, in the aggregate do those actions represent from a 
cross-servicing standpoint any particular economy in that field? 

Lieutenant Colonel Aspiiy. Well, it gives you a better supply action 
when it is consolidated. That is the big object of the cross servicing— 
faster supply action. 

Mr. Rosack. Does it have any effect on either the requirements or 
the demands that are made upon the depot ? 

Lieutenant Colonel Srrnap. I think it definitely does in this respect. 
Take, for instance, the cross-servicing document between central in- 
ventory control points, if one service has procured more than his share, 
he is subsequently required to transfer it to the other service and avoid 
multiple procurement. I think it has definitely, in the long run, 
reduced the volume of procurement that would otherwise have taken 
place if cross servicing had not taken place at this depot. 

Mr. Ropackx. What is your experience with respect to trying to get 
the forms peculiar to the other services lined up for this operation 4 

Lieutenant Colonel Srrnap. As Lieutenant Colonel Asbill men- 
tioned earlier, the only thing we get from the field upon which we 
take action is the requisition form. They are different. However, 
we have a flow sheet, which we have acquired for our internal opera- 
tions, and that flow sheet in itself standardizes the information we use 
from the requisition and consequently we solve the problem at this 
level, rather than having it solved for us on a different form. 

Mr. Ronack. That is all, Mr. Chairman. 

Mr. Bonner. Is there some further presentation ? 


SPACE UTILIZATION AND STORAGE 


Lieutenant Colonel Srrnap. I will try to complete this quickly. 
I should like to touch upon the space utilization and stockage, which 

ve feel will be of interest to the committee. 

Section III of the brochure discusses space and space utilization at 
the depot. I would like to point out one fact, that we now have under 
the control of the Alameda medical depot 816,000 gross square feet of 
space. We have recently acquired 139,000 gross square feet at the 
Oakland Army base. Of that gross square footage, 485,000 square 
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feet is net usable space. The remainder is in nonstorage space : offices, 
bin storage space, aisles, receiving and shipping space. Of the net 
usable space as of June 30, we were 86 percent occupied. Eighty per- 
cent, roughly, is generally considered to be proper utilization for a 
good, effective shipping operation. 


SQUARE VERSUS CUBIC FOOTAGE IN MEASURING DEPOT SPACE 


Mr. Curtis. Isn’t a cubic foot a more accurate way of measuring 
storage space ¢ 

Lieutenant Colonel Asputt. I have studied that off and on for 14 
years at the Washington level before I came out here. The Navy, I 
believe, in certain instances uses cubage, but I do not know whether 
the former medical depots used it or not; I don’t know. There are 
many advantages and disadvantages in that cubage. You are play- 
ing with a lot of factors, safety factors, as well as fire hazards, as well 
as potential space involved in that cube in front of that stack. We 
call it in the Army “potential space.” I believe the Navy has it as 
“cube space.” It is the height plus the potential which is in the cube. 

Mr. Curtis. I didn’t want to dwell on it; I didn’t mean to get into 
it to that extent. 

Lieutenant Colonel Aspiti. As I say, I have studied it both ways, 
and to me it is six of one and a half dozen of the other. It depends 
upon what you are used to using. The Army does use “square foot” 
and I believe in many areas used “cubage” due to, I think, their ships 
in use. 

Mr. Curtis. What brought it to mind was when we were in St. 
Louis we were discussing the use of a certain type of building for 
storage, and the commanding officer pointed out that by use of a one- 
story warehouse they were able to utilize much more of their height, 
which, of course, comes down to cube scale. 

Lieutenant Colonel Aspitt. You have to know your depot. For 
example, we store something like 24,000 tons with eight-hundred-and- 
some-odd thousand gross square feet. St. Louis, with a million and 
a half, only stores 27,000. I venture to say that in another 6 months 
we will have more tonnage here than St. Louis, with three-fourths of 
the space or half the space, but our stacks are 25 and 30 feet high. 

Mr. Curtis. Theirs are short. 

Lieutenant Colonel Aspitn. Yes, sir, but you have to know your in- 
dividual depot, and we have a certain stack height at the Washington 
level representing the storage potential of individual depots. 

Lieutenant Colonel Srrnap. The last subject we would like to dis- 
cuss is stockage. Since the supply support of a given distribution 
area is not vested solely in one Army depot due to the fact that cer- 
tain items are keyed to another depot, it is pertinent, and we feel in 
order to present the stockage picture, that the total stockage in the 
Army Medical Services must be considered. Now, this, and it is also 
in the brochure, [indicating] represents an analysis of depot stocks— 
Army depot stocks—in Army medical depots. After subtracting 
Air Force and Navy assets from the total stock bought, we get the re- 
maining Army Medical Service assets. These fall into two broad 
categories and must be considered separately, if stock position is to be 
understood and properly evaluated. These two broad categories are 
stocks which are stocks for special or nonrecurring demands, and 
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stocks for recurring or normal-issue demands, and I will discuss each 
separately. 

On the special nonrecurring demands, the Army Medical Service has 
93,477 tons of medical matériel on hand in Army Medical Service 
depots, which represent that portion of Army mobilization reserve 
stocks currently on hand required to support mobilization. 

At Alameda we have approximately 4,090 tons of matériel which 
is mobilization reserve stock. The question may arise as to the need 
for this tonnage. The primary purpose of the Army’s existence is to 
be prepared for war. Mobilization reserve stocks have long been ree- 
ognized as absolutely essential to support the military build- up dur- 
ing the first year of war until industrial production can be geared to 
meet. tremendously expanded mobilization requirements. Congress 
wisely authorized funds for this purpose in the fiscal-year 1951 and 
1952 appropriations, and such mobilization reserve stocks currently 
represent 39 percent of the total stocks stored in depots. 

The second broad category of nonrecurring or special stocks is 
equipment for tactical units and special stocks for operational projects. 
These projects require equipment that is expected to move immediately 
in the event the country is plunged into war. This category repre- 
sents 15,052 tons of medical matériel. This matériel immediately 
must be ready for issue upon call by the appropriate commander. 

The next category is some 2,046 tons of matériel held at depots for 
foreign-aid requirements. Foreign-aid requirements usually have to 
be shipped in a limited number of shipments; consequently, this re- 
quires that at the time the items are received they must be held for a 
considerable length of time until the remaining items come in from 
procurement, permitting the assembly into one large bulk shipment. 
This tonnage, while it is being held, increased our over-all depot ton- 
nage, but does not add to the stocks which we have available to meet 
our normal-issue demands. 

Leaving the subject of stockage, we get down to the tonnage, which 
is applicable to normal-issue demands. That is some 19,662 tons of 
matériel which represents 4.9 months of stock. It is these stocks and 
these tonnages which should be considered when determining the num- 
ber of months of stock on hand, and it is the objective of the Surgeon 
General of the Army that depot stocks should equal an operating level 
of 3 months’ issue demands on hand, plus 3 months on order. How- 
ever, when depot stocks are reduced to months of supply on a tonnage 
basis, several factors which are inherent in operation of the supply 
system and which tend for greater stockage should be considered. 
Among them are the many medical items which, when purchased on 
a per iodical basis, do not lend themselves to monthly delivery. Econ- 
omies are often gained by accepting deliveries in greater increments, 
sometimes in 6 months’ demand, and sometimes lower, and lower pro- 
curement cost economies and transportation costs can be saved. We 
have to accept larger increments of stock, rather than fixed monthly 
deliveries, which builds this [indicating] above our 3-month stockage. 

The second factor is the fact that very frequently programs are 
curtailed, based upon directives from the very highest authority. 
Consequently, the stock procured for those particular programs is 
made available for issue demands and temporarily puts you above the 
3-month stockage objective. 
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We also have still some unbalanced stock remaining from World 
War II, which pushes us up above the 8-month stockage. Finally, and 
probably the largest factor, is the lessening of the forecasted demands 
for the Korean war as a result of truce negotiations. When the fight- 
ing is heavy, then the Army procurement Is heavy to meet those com- 
bat demands. In many cases, as a result of the truce negotiations, 
that stock is now in excess of our 3-month stockage objective. 


FOUR TURN-OVERS ANNUAL OBJECTIVE 


We are conscientiously attempting to realize four full turn-overs per 
year by means of a quarterly procurement plan in the Army Medical 
Service procurement agency ; but, for the reasons we have stated, four 
full turn-overs are not always possible. An important point in con- 
nection with phased delivery, any instance of phased delivery must be 
weighed on the basis of increased cost and administrative workload 
versus the storage-space savings. In other words, although we may 
phase storage space by getting monthly deliveries of stock, we may at 
the same time spend more money procuring matériel and having the 
excess number of deliveries into the depot. We feel that any instance 
of phased delivery must always be weighed in terms of the adminis 
trative expense affecting that phased delivery. 


SERVICE IS MAIN FACTOR 


As a final comment relative to medical-supply systems and stockage, 
we feel it is extremely important that in our efforts to achieve econo- 
mies we do not lose sight of the primary mission of the military medi- 
cal services in peace and in war, and that is to provide a high standard 
of medical care to the American soldier, sailor,and airman. ‘This is a 
legal and moral responsibility to the American public which cannot 
be minimized, The military medical services are expected to be pre- 
pared in time of emergency to expand many times in size, to provide 
adequate medical service in any corner of the globe where American 
men are fighting, under conditions varying from the frozen Arctic 
wastes to the swelter ing heat of the jungle. This is a logistic assign- 
ment which has no counterpart in our civilian economy and can only 
be performed by a strong, effective supply system and adequate mobili- 
zation reserves and operating supplies. 

Mr. Bonner. Colonel Asbill, at the beginning of your presentation 
you stated the Navy liaison officer and no representativ e of the Navy 
participated in the preparation of this brochure ? 

Lieutenant Colonel Aspii. That is correct; they did not. 

Mr. Bonner. Was there any particular reason for that ? 

Lieutenant Colonel Aspitx. No, sir. This was to have been more 
or less of an Army presentation; the test was run under Army rules 
and regulations. 

Mr. Bonner. The reason I asked, I notice that each branch has a 
liaison officer here with you. 

Lieutenant Colonel Aspiti. Yes, sir; that was only for the purpose 
of the hearing, Congressman Bonner. Myself and my staff of the 
Army pre pared this. 

Mr. Bonner. As I understand, the Army and the Air Force are now 
supplied jointly ? 
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Lieutenant Colonel Aspitn. Yes, ne. 

Mr. Bonner. I wonder if the Navy representative would like to 
discuss this test é 

Commander Byrne. I would like to state that the Navy has little 
or no presentation to make at this time. The reason is that all ree- 
ords, costs, and reports on this test have been kept by the Army, and 
they have not been available to the Navy. The only reports that the 
Navy Liaison Unit has received are those on workload statistics. So, 
naturally, until we see the final results—the cost involved—and until 
the effectiveness has been measured, I do not feel that the Navy is in 
any position to make any extensive comments or recommendations. 

Mr. Bonner. Well, is the Navy working with this test / 

Commander Byrne. Yes, sir. 

Lieutenant Colonel Assi. They are working in the liaison group; 
yes, sir, and they have certainly worked effectively. 

Mr. Bonner. Is there any reason why the Navy has not been fur- 
nished with the information they haven't received 

Lieutenant Colonel Aspiz. We have a weekly report which we send, 
as the commander said, to the Munitions Board and to each Liaison 
Section, which gives our performance during that week. It is a re- 
port made up by the Munitions Board, which we were directed to use, 
and that report is furnished each week. 

Mr. Bonner. That is available to all the branches of the service? 

Lieutenant Colonel Aspirin. Yes, sir; it is available to everyone. 
These are weekly statistical reports. I believe you people have one 
of those. It is a yellow sheet. That is the weekly report that we 
give, and there are certain base reports. For example, I do not have 
access to the Navy base report, nor do they have access to the Army 
base reports, which are at the Washington level. That data was 
acduianietiel by the Munitions Board. 

Mr. Curtis. Mr. Chairman, I would like to ask a question. Couldn’t 
you get them if you asked for them? They wouldn’t make them 
avails able ; am I right? You could have them if you wanted them? 

Lieutenant Colonel Asprix. I haven't any reason to ask for the Navy 
base reports, because the reports—— 

Mr. Curtis (interposing). If the Navy asked for theirs and wanted 
them, they could get them; couldn't they? You mean you have 
wanted them and couldn’t get them ? 

Commander Byrne. Yes, sir. 

Mr. Curtis. The answer is “Yes.” He didn’t say so, but he nodded 
his head. 

Mr. Bonner. What is the answer, Commander Byrne? 

Commander Byrne. As I stated before, the only reports we get are 
statistical reports of the workload. In other words, the number of 
requisitions received, the number shipped, and tonnage on hand. 
There is not a single dollar figure in that report, and those figures 
are not available to the Navy. They are being kept by the Army 
and accumulated and forwarded to the Munitions Board, but the 
Navy is not furnished a copy of that information. 

Mr. Bonner. The Navy has a member on the Munitions Board. 

Commander Byrne. Yes, sir; I meant at this level that I did not 
have access to those figures. 

Mr. Bonner. Do you think the exchange of information is ade- 
quate at this level? 
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Commander Byrne. No, sir. 

Mr. Bonner. Well, just explain it tous. At this level there should 
be more information on this trial test. Have you made a request ? 

Commander Byrne. Yes, sir; I have. 

Mr. Bonner. To whom did you make the request ? 

Commander Byrne. Well, it has all been verbal requests to Colonel 
Asbill and also to a visiting member of the Munitions Board staff. 

Mr. Bonner. Who was the visiting member ? 

Commander Byrne. Mr. Gownley. 

Mr. Bonner. What did he do about it? 

Commander Byrne. Well, my understanding is that the Munitions 
Board considers the cost figures confidential at ‘this time and, for that 
reason, they are not being made available. 

Mr. Bonner. What was the feeling? Is there a feeling in the Navy 
that the test is not being run properly ? 

Commander Byrne. No, sir; | wouldn’t make that statement. 

Mr. Bonner. What was your answer? 

Commander Byrne. No, sir. I wouldn’t make that statement; but 
I do feel that, in order to for us to evaluate it at a depot level, we 
lack information on which to base an evaluation. 

Mr. Bonner. And you have made a request for it and haven't got- 
ten it? 

Commander Byrne. Yes, sir. After all, this test is supposed to 
look into the field of economy and effectiveness of single-service, and I 
cannot evaluate that without knowing what the cost figures are. 

Mr. Curtis. Mr. Chairman, I would like to comment, if I may. I 
am very disturbed to hear this, because I think that the point you 
are making is very well taken, and if we are going to try and have a 
test run where these people are cooperating, and these are the people 
who can advise the Munitions Board as it goes along on things it has 
developed, if you do not get the information back you are not in a 
position of doing anything about it, and I am very disturbed about 
that, Mr. Chairman. 

Mr. Bonner. Yes, sir. That is the reason I was trying to find out, 
Mr. Curtis. The Navy has a member on the Munitions Board, and 
whether, through channels, Commander Byrne had requested his rep- 
resentative to furnish that information and if he has and hasn't gotten 
the information, what is the trouble about it. 

Mr. Curtis. Maybe one of the admirals could tell us. 

Mr. Bonner. Admiral Royar can probably enlighten us on that. 

Rear Admiral Royar. This is all new to me. 

Lieutenant Colonel Assit. Perhaps I could clear this up. I would 
say 5 or 6 days ago we were in the process of preparing this brochure, 
and when we gave it out to Commander Byrne—well, in fact, about 3 
days ago when the last write- up was made. We didn’t w ant to put it 
out until we had exactly all we wanted to present, and that is the first 
time that the request was brought to my attention, and he requested 
certain cost data, which we at that time, or the Munitions Board, were 
working on, which have not been audited and not available. Those 
are the cost data which will be made available to Commander Byrne 
at the same time it will be made available to us. Within about 4 or 5 
days that will be checked up and is a part of the test. 

We were never given the prerogative—maybe I am not using the 
proper wort stated in here, we do not evaluate the test here. 
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We give our thinking—what we think of it—and particularly as oper- 
ating officers. We do not have the over-all picture; we cannot evaluate 
it until all the reports are in at one central place. They all do not 
come here; they go to the Munitions Board and are evauated there. 
I may be speaking for the Munitions Board, but I have heard them 
make the statement that they would rather have these reports remain 
confidential until they got all of the reports, so no one would get an 
erroneous picture of this thing or, perhaps, if you will pardon the 
slang, “kind of go off half-cocked.” 

Mr. Bonner. Were those the instructions you received from the 
Munitions Board when you set up the test ? 

Lieutenant Colonel] Asstt. Yes, sir; that we were not to evaluate 
the test, but to give the feeder reports, and I gave the feeder reports 
to Commander Owen, who was the officer in charge up to July 1, 
and have subsequently been giving these feeder reports to Commander 
Byrne, but I did not know he wanted other data here until after he 
reviewed this [brochure], which was 3 or 4 ae ago. We could have 
that audit report ready within the next 3 or 4 days. 

Mr. Bonner. Do you have anything else to say ¢ 

Commander Byrne. I would like to elaborate a little. About 2 
weeks ago, during Colonel Asbill’s absence, the Navy—lI will say, the 
naval officer requested—— 

Mr. Bonner (interposing). What naval officer? 

Commander Byrne. The individual happened to be Commander 
Owen, acting for me. Commander Owen is the gentleman whom I 
relieved. I have only been at this job since last month, and he is still 
available in this area as an adviser, let us say, in connection with the 
test. 

Mr. Bonner. Where is he now ? 

Commander Byrne. He is stationed at the Twelfth Naval District 
and spends his time here at the Alameda Depot. 

Mr. Bonner. Is he around here ¢ 

Commander Byrne. I did not see him today. 

Mr. Bonner. Have him available this afternoon. Are you going 
to testify something about what he told you ¢ 

Commander Byrne. Yes, sir. 

Mr. Bonner. We had rather have that from him. You understand 
why we want to have it first-hand ? 

Mr. Curtis. Mr. Chairman, could I ask a question? Colonel Asbill, 
have you been with this test since its inception ? 

Lieutenant Colonel Asrim. Yes, sir. 

Mr. Curtis. And have you Colonel Strnad ? 

Lieutenant Colonel Srrnap. Yes,:sir. 

Mr. Curtis. And Major Dull? 

Major Dutt. Yes, sir. 

Mr. Curtis. So, the only one who hasn’t been with it since its inecep- 
tion has been you, Commander Byrne? 

Commander Byrne. Yes, sir. 

Mr. Bonner. W hy was the other commander removed from the 
test ¢ 

Commander Byrne. On the 1st day of July, the management control 
of the medical depot was changed from the Bureau of Medicine and 
Surgery to the Bureau of Supplies and Accounts. That was in ac- 
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cordance with a directive to integrate all naval supply into one system, 
and this is the final integration now that Medical has gone into that 
= »ly system 

be Bonner (interposing). That is one of the things this committee 
recommended. 

Commander Byrne. Yes, sir. Incident to that change-over the 
command, or the officer in charge of the depot, became a supply officer, 
rather than a Medical Service Corps officer. In other words, supply 
officers operate under the Bureau of Supplies and Accounts. 

Mr. Bonner. It is most unfortunate that the commander was 
changed or removed, 

Commander Byrne. He was removed from the job, but he remained 
in the area and came to the same office every day and was available for 
consultation and advice and recommendations and so on. He also 
stated that he was only one officer of many who were stationed at 
the depot that still remained there. 

Mr. Bonner. Not quoting Commander Owen, but what has been 
your observation of the test since you have been here ? 

Commander Byrne. In what respect, sir. 

Mr. Bonner. In assuming Commander Owen’s responsibility ? 

Commander Byrne. I have not encountered any great difficulties 
in relieving him of his responsibilities. 

Mr. Bonner. With regard to obtaining information regarding the 
test ¢ 

Commander Byrne. I don’t know that there has been any change 
in the availability of information. 

Mr. Bonner. It has not been available to you, does the committee 
understand ? 

Commander Byrne. I think everything that was available to Com- 
mander Owen has also been available to me. 

Mr. Bonner. Then, does the committee understand that there has 
not been enough information given to Commander Owen or to you?’ 

Commander Byrne. Speaking for myself, I say that I have inade- 
quate information on costs; I have none whatever as to the cost of 
the combined operation. 

Lieutenant Colonel Aspitu. I would like to say something at this 
time. 

Mr. Bonner. Yes, Colonel. 

Lieutenant Colonel Aspiti. The same reports that Commander 
Byrne is talking about here have not been completed. They are not 
available to me either, or the Air Force as far as that is concerned. 
So, I cannot see where the—this is news to me if Commander Owen 
has asked for some reports on any aspect of the test and did not get 
them. Maybe some of my staff were a little bit overcautious, because 
I was gone, or something like that, but I believe that Commander 
Owen will tell you and I think Conimander Byrne will tell you that 
ye toot they have asked me for, we have attempted to give them. 

s I say, this is more or less—that is news to me, because I do not 
~ ave the reports available myself; they have not been completed. 

Mr. Bonner. The reports Commander Byrne is talking about, they 
are not available to you ? 
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Lieutenant Colonel Aspirin. Well, they are available to me, but I 
mean they have not been written up. They wouldn’t mean anything 
to me in the state they are in now. 

Mr. Bonner. They have not been compiled ? 

Lieutenant Colonel Aspitz. Yes, sir; that’s right. That is why I 
said in 4 or 5 days we would be able to forward them to the committee. 

Mr. Bonner. Admiral Royar, has the Navy been in favor of this 
test from its inception ? 


NAVY NOT OPPOSED TO MEDICAL TEST 


Rear Admiral Royar. From my own personal viewpoint, I feel 
that the N Navy is in favor of any operation that is going to save money. 
As I said before, we have not yet had an opportunity to evaluate this 
oper: ation. If it proves to be economical and gives good service and 
saves money, We are going to buy it 100 percent. 

Now, on this little discussion that we have had here, I think prob- 
ably there is a little misunderstanding. I do not think that our local 
people on the depot level ever anticipated having to evaluate the test. 

do not think they ever believed they would have to do that or be 
put in that position, and, as a result, they never accumulated any 
figures—any cost figures—or anything of that sort. When they heard 
this subcommittee was coming out to have a hearing and they learned 
they would probably have to make some evaluation or give some 
opinions, then they tried to get the figures or information upon which 
to make an evaluation, and I think that is where this misunderstanding 
‘ame up. I do not think there is any lack of information with regard 
to operation of the test here. I think there is plenty of cross-infor- 


mation on that, but when it comes to evaluating the cost, that is where 
the misunderstanding came about. I think it was a plain misunder- 
standing. 


MUNITIONS BOARD TO EVALUATE TEST 


Mr. Bonner. The evaluation will be done by whom? 

Rear Admiral Royar. The evaluation probably will be done by the 
Munitions Board. 

Mr. Bonner. On another level? 

Rear Admiral Royar. Yes, sir; on another level. I do not think 
there is any criticism at all as to lack of information on the operat- 
ing level whatsoever. I think that has been going along all right: 
is that correct, Commander Byrne ¢ 

Commander Byrne. Yes, sir; I think it is, by and large. Perhaps 
we are not intended to have those figures. The figures appear to be 
identical with the cost of the operation of the Army depot here, as I 
understand it, and a monthly report has been submitted to the Muni- 
tions Board since the month of November, and the only one not com- 
pleted is for the month of July. Now, of course, those figures are 
available to the Army. 

General Tansey. I would like to interpose a word, Mr. Bonner. 
think this is very unfortunate. 

Mr. Bonner. I think it is very unfortunate, too. 
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STATEMENT OF MAJ. GEN. P. H. TANSEY, ASSISTANT CHIEF OF 
STAFF, G4 


Major General Tansry. There appears to be a difference of opinion. 

Mr. Bonner. I am glad to hear you say that. 

Major General Tansey. I will say this: I will agree with Rear 
Admiral Royar that there should be an exchange of information on 
all levels on this problem. I want to make it positive. When I go 
back, if the Munitions Board has written a directive in such a way 
as to send this forward by trying to keep it classified or hidden from 
anyone, I think it is wrong. The Navy people will at some time later 
on—we are not ready for it now—be called upon to evaluate the opera- 
tion here, and then the people in Washington will want to know what 
these people think about it. I see no objection to an interchange of 
information, and I say now I will turn over to Admiral Royar, and 
he can turn over operational data and cost data of his depot—we want 
to solve this problem and make a real test. 

Mr. Bonner. It is most unfortunate that this atmosphere is here, 
though. 

Major General Tansey. It may be misdirected, because I do not 
believe there was—— 

Rear Admiral Royar (interposing). So far as I know, they went 
direct to the Munitions Board. 

Mr. Bonner. Well, we will let that matter rest a while. 

Now, do you have some other presentation to make, Colonel Asbill ? 

Lieutenant Colonel Aspiti. No, sir; I believe that covers everything 
we have to present. 

Mr. Bonner. Commander, do you have any special statement you 
would care to make further about this matter? You have only been 
here a month, and I am sorry that the other gentleman isn’t here who 
has been in this operation from its inception. It is disappointing 
that that happened before the test was completed. That is one of 
the unfortunate things about the rotation system in the services. A 
man gets in a job and about half finishes and then goes into some- 
thing else. 

Mr. Brownson. I do think, Mr. Chairman, in all fairness, they did 
keep the man in the general area where he has been able to come to 
the office every day. 

Mr. Bonner. I am sorry he isn’t here. 

Mr. Brownson. I am, too. 

Captain Jorpan. Commander Owen is no longer attached to the 
base. He has been kept in the area to lend such assistance as possible 
to Commander Byrne in the operation which he has recently taken 
over, but he is now attached to the inspector’s medical activities on the 
west coast so as to keep him in the area and make available his 
experience. 


STATEMENT OF MAJ. CLARENCE RETSKY, REPRESENTATIVE OF 
THE MUNITIONS BOARD 


Major Rersxy. I represent the Munitions Board. I wish to clarify 
a situation regarding the Munitions Board. There has been no state- 
ment, signed or verbal, to the effect that this information would not 
be put out. This information is available to all concerned, and has 
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been available to all concerned to the best of my knowledge. I came 
here, and the request which Commander Byrne speaks of for the 
information was made yesterday, which was the first knowledge we 
had that the Navy didn’t have that information or was not getting that 
information. As a member of the group evaluating this test, we also 
have a Navy member, a Commander Abernathy, and that information 
has been available to him at all times. So, I feel sure, perhaps there 
is a misunderstanding in a rather general way. 

Mr. Bonner. Is there any further presentation to make? What 
observation would you care to make, Major Dull, for the Air Force? 


STATEMENT OF MAJ. J. E. DULL, MEDICAL SUPPLY DEPOT, AIR 
FORCE LIAISON 


AIR FORCE 10¢€¢ PERCENT IN FAVOR OF TEST 


Major Duty. So far as the Air Force stations out here, from the 
depot on down, I know personally that they are 100 percent in favor 
of this test. They have received excellent service from this depot and 
they are more than happy with it. So far as the cooperation for any 
information which we have requested is concerned, Colonel Asbill has 
furnished it to me without any delay. That is about all I have. 


OPINIONS SOUGHT FROM HIGH-RANKING OFFICERS 
Mr. Brownson. I would like to have an expression from the high- 


ranking members present as to what their investigation of this experi- 
ment to date has indicated to the best of their knowledge that has 


been developed up to the present time. I think it would be an excellent 
thing to include a statement at this time such as any representative 
of the three services would care to make on the basis of their knowl- 
edge of the experiment to date as transmitted to them through their 
own command channels from the participating unit. 


ARMY POSITION 


Major General Tansey. I would like to make a statement in answer 
to several questions that were not probably fully answered. One was 
the guestion which was brought up about the delay in getting the test 
started. That delay, of course, was not due to the depot commander 
here. As soon as the decision was made to start this test, I think my 
office telephoned him very shortly there: uae Been the same day— 
so he was alerted and it was confirmed as fast as the mail would get it 
to him. The Surgeon General’s Office was also informed. 

I think the delay was due entirely to the Army’s position that if 
this was to be a test, it should be a real test and not some test of the 
depot in Atlanta or two or three others that were suggested. Those 
matters on a high level cause considerable discussion and agreement 
upon the Munitions Board level and among the Secretaries. The 
Army proposed that we try the west coast because that would be a test 
to support in time of war—support the Korean operation, the Navy 
fleet in the Pacific and a large area of the Air Force—and that was 
the reason that we suggested this particular place. Another point 
I would like to make is the point which I think is well taken and dis- 
turbed me a little bit and that is the point Mr. Ward brought up about 
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the questionnaires. It is a very general thing and I think it can be 
improved. I think I will initiate action with the Munitions Board to 
make it more positive and definitive—pin-point it. I do not think 
everyone in the field had the same yardstick, as Mr. Ward expressed ; 
they were not thinking in terms of the same service or a monthly basis 
or a percentage basis of logistic support. I think that can be improved 
upon and I will initiate action when I get back to see if that can 
be done. 

The Army at this time is not prepared to make a statement as to 
the evaluation. ‘That will be at the Munitions Board level anyhow, 
based upon reports from the various services, the Joint Chiefs of Staff, 
the Munitions Board staff, and the Comptroller, who are looking into 
the economy that a test like this might prove to be in the future. So, 
we do not feel that we can at this time give you an evaluation. How- 
ever, I would like to emphasize the point brought out so clearly in the 
last sentence or two of Colonel Strnad’s presentation and that is, that 
we are interested in a system that will not fall down in time of war. 
You could have tests, perhaps, in smaller areas in peacetime, but the 
Army wants to be sure that it will have a logistic support in time 
of war. 

We are very much interested in and behind 100 percent the saving of 
money and pushing the objectives of this subcommittee. We, however, 
do not want to move into any field, regardless if we can save a few 
dollars or spending a few dollars, and reduce the combat effectiveness 
of our troops along that line. 

There is one other point, even though you went into a full service 
depot for all three services in this area, at this level there comes a 
point when the depot commander’s hands would be tied and I refer 
to the supply of equipment or supplies which are critical in nature 
and need to be allocated. Decisions of a nature like that in time of 
war would have to be made at a joint level and the only agency I know 
to make those decisions at the present time with the authority they 
have is the Joint Munitions Board Allocations Committee of the 
Joint Chiefs of Staff. So, if you are in short supply, you still have 
problems in setting up an agency, whether it was one service or joint 
service, you still require allocations at a higher level, where the agency 
would be in close touch with the priorities of the Joint Chiefs of 
Staff, covering the combat operations at the time. 

Mr. Curtis. You are talking now about over-all supply and not a 
shortage that might be in the distributive system which this level 
would reflect ? 

Major General Tansey. This particular depot would be supporting 
a very critical one—— 

Mr. Curtis (interposing). Yes, but I mean in its distribution, not 
necessarily an over-all supply. If they were found to have a shortage 
of over-all supply that would be inquired into? 

Major General Tansey. Well, the supply control point would come 
into the picture and if it were not nationally available. 


STRENGTHENING MUNITIONS BOARD 


Mr. Bonner. General, along the line you were addressing yourself 
to this subcommittee, this subcommittee has repeatedly stated that it 
did not want to do anything to injure the striking effectiveness of the 
armed services, and repe: atedly this subcommittee has made observa- 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 245 


tions on the activities of the Munitions Board. If you will remember, 
back some time ago we asked several times if the Munitions Board 
didn’t need strengthening. At an appearance of the Secretary before 
the subcommittee, the following occurred: 

Mr. Bonner. Mr. Secretary, this statement at the bottom of page 9 strikes me 


very forcefully and I think it will strike the Nation most forcefully, your state- 
ment: “I agree that there is room for improvement. 


LOVETT’S STATEMENT ON MUNITIONS BOARD IN ADEQUACY 


And the Secretary, speaking of the functions of the Munitions 
Board, goes on further and I quote: 


I believe that the present concept of the Board would prove inadequate under 
full mobilization. 


SUBCOMMITTEE WORKING ON MEDICAL SUPPLY SINCE MAY 1951 


So, therefore, this subcommittee initiated and introduced legislation 
to improve the Munitions Board, and the Senate became interested and 
picked it up, and as a result of that there is legislation on the books 
that has greatly strengthened the functions of the Munitions Board. 

I would like to call the attention of the subcommittee and you gentle- 
men here to the fact that Congressman Shelley, of San Francisco, who 
held the initial hearings on medical supply in Brooklyn on May 1, 
1951, is now with us. A great deal of credit is due Congressman 
Shelley for the progress which has been made in this field. Congress- 
man Shelley has been absent due to some conditions beyond his con- 
trol, but the subcommittee is happy that he has now joined us. 

Mr. Brownson. I wonder if any of the other general officers or 
admirals have a statement they would like to make? 


STATEMENT OF MAJ. GEN. DAN C. OGLE, DEPUTY SURGEON 
GENERAL OF THE AIR FORCE 


TEST WORKING WELL FOR AIR FORCE 


Major General Octx. As this subcommittee knows, this test has not 
altered the medical supply system of the Air Force. Speaking for 
the Office of the Surgeon General, the Medical Supply Services have 
been entirely in favor of it and they have taken the opportunity of 
sending people here for preliminary evaluation of the test. They have 
no objection to it and it is certainly working admirably as far as 
they are concerned and our supply service has ‘been quite satisfactory 
since the supply stock record accounts have been placed in the Army 
depots. I have no further comment. 


STATEMENT OF REAR ADM. T. EARLE HIPP, SUPPLY CORPS, COM- 
MANDING OFFICER, NAVAL SUPPLY CENTER, OAKLAND, CALIF. 


NAVY INTEGRATED MEDICAL SUPPLY WITH OTHER COMMON SUPPLIES 


Rear Admiral Hire. I am Rear Adm. T. E. Hipp, Commanding 
Officer, Naval Supply Center at Oakland, of which this medical and 
dental supply depot became a component on the first day of July of 
this year. I weuld like to say here, as a component of the naval supply 
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center at Oakland, we are and have been supporting this test to the 
utmost. I would like to also reassure the committee that the change in 
the oflicers in charge of the depot—and we all recognize that Com- 
mander Owen was a very able oflicer and did a wonderful job there as 
officer in charge of that depot—however, I can assure you that the 
ervice and the operation of that depot will not suffer since it has 
become a part of the Navy supply center. They have been very close 
neighbors of ours all the time. There has been a utilization of com- 
mon services and it isn’t like two strangers getting together. Our 
personnel—they know us and we know ‘them. The Naval Supply 
Center is so designed it can undertake this job and do it. Lassure you, 
Mr. Bonner, and the other members of the committee, that we will 
support this test to the utmost. 

Mr. Kennepy. I would like to ask Admiral Royar if there is any 
plan at this level with regard to the return of the stocks at the con- 
clusion of the test on August 31 that + gal give an indication of what 
the Navy’s attitude was during, we will say, the last 3 months, as to 
what would be the disposition of those stoc = at the end of the test. 

Rear Admiral Royar. Well, you may know the directive is out that 
there will be no movement of the stocks until the test has been 
evaluated. Therefore, we will continue to support this depot, and it 
will operate as it has been until 

Mr. Kennepy (interposing). Not until the final operation is over. 

Do they have the directive at this level at this time? 

Commander Byrne. Yes, sir. 

Mr. Kennepy. If you keep the stocks here in this area, what plans 
do you have for the naval depot, which is on a stand-by basis ! 

Rear Admiral Royar. We cannot make any permanent plans until 
the test is finally evaluated and we know. what final arrangements 
will be made; whether this will be made a permanent operation or 
whether we will go back to the other operation. 

Mr. Kennepy. There has been some meter in Washington of a 
problem area in the test with regard to the Navy on the number of 
requisitions coming back at, in stock”—NIS, I believe they call 
it. I was wondering if the Navy feels that it is getting adioaeats 
support under the test at the present time? 

Commander Byrne. Any stocks available for issue to the naval 
activities have come from the Oakland depot. If an item is NIS, it 
is the Navy’s responsibility. Now, I know the matter to which you 
are referring. It happened that the Navy’s NIS position was per- 
haps larger than it should have been, but there were reasons why it 
was that high. One was that there are what we call newly established 
items, which come into the system every month; new items, such as 
drugs or medical stores of one kind or another, which are added to 
the catalog. In the past—until recently—it has been the policy for 
naval activities to requisition those new items immediately when they 
appeared in the catalog, yet the item would not be available at a depot 
maybe until 6 or 9 months later due to procurement problems. So, all 
of these items that are requisitioned by naval activities, the depot has 
an obligation even though there has never been any of that item in 
stock. Another reason why the Navy NIS figure was high is that we 
had a system of rationing. If we got toa low level of supply and, let 
us say, an activity requisitioned 12 of an item, we might send them 
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3 and keep the other 9 for issue to other activities. When we did 
that, it established an obligation even though some of the items 
had been provided through the requisition activity. Actually the 
NIS position of the Navy, we will say of July 1, 1 know it was excel- 
lent. I think there were only about 10 items which were NIS through- 
out the medical supply system. 

Mr. Kennepy. Do you have a few examples of the type that you 
have mentioned ¢ 

Commander Byrne. A newly established item— 

Mr. Kennepy (interposing). NIS. 

Mr. SuHeiitey. What were the type of items that you have just 
mentioned of the 10 that were NIS as of July 1 that you can recall? 

Commander Byrne. I am sorry, I can’t tell you what they are. 
Maybe Captain Jordan would know. 


STATEMENT OF CAPT. L. G. JORDAN, UNITED STATES NAVY 


Captain Jorpan. I cannot tell you the identical items, but no 
procurement is authorized until an item is standardized. The catalog 
usually comes into the hands of the customer and reflects the addi- 
tional new items in advance of delivery of the items under contract. 
The field activity seeing the item in the catalog, may ask for it and 
it is then back-ordered and will be furnished to that activity when it 
becomes available for delivery under a contract. 

Mr. Kennevy. Do you feel that the organization as set up here 
at Alameda for the institution of this test is unified enough in char- 
acter to lend itself to stabilized integration if the test were to be 
successful? For instance, it would appear from the —_ that you 
have, the Army organization and the liaison of the Navy and ‘Air 
Force is merely two tails added to the kite. A question by the Con- 
gressman earlier was answered by stating that the executive officer 
was an Air Force man. It would seem that some organization of that 
type would be a help in monitoring the activities of the agencies. Do 
you have any comment on that ? 

Lieutenant Colonel Aspmu. I have my personal comment on this. 
I believe back as far as 1947 we recommended something along this 
line be jointly staffed. I think it would lend to a much better opera- 
tion if it were jointly staffed with the Navy as well as it is now 
with the Army and Air Force. For example, we have about 15 Army 
officers and about 6 Air Force officers in various and sundry positions 
in the depot and there are, more or less, 3 you might say, attached 
in this Navy liaison. I really believe that you could have an executive 
officer who could wear any uniform as far as I am concerned or an 
adjutant or stock-control officer. Certainly it would not make a 
bit of difference to me. I believe it would certainly lend to perhaps 
a little closer cooperation. 

Mr. Kennepy. Commander Byrne, in your experience here, do you 
have any comment? Do you feel you would have been placed in a more 
participating role had it been integrated, rather than as it was 
set up? 

Commander Byrne. I think the set-up that exists was satisfactory, 
and while I think that the three services could provide a staff through 
unified operation, the fact that it is essential, | would say that under 
a unified operation, all services provide personnel. Yet, I do not 
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think it would be satisfactory to rotate the command between the 
sery ices. 

Mr. Kennepy. For the period of the test is all that I was directing 
my remarks to. 

Has the Air Force had any representatives come out here with 
regard to the stockage and requisitioning study which they are carry- 
ing on back in the Department? Have they looked into the stock: age 
objectives and requisitioning cycles as set up in this medical test to 
your knowledge ? 

Major Dutt. I do not quite get the point you are trying to get 
across. 

Mr. Kennepy. Under Secretary Gilpatric indicated that King’s 
study is being carried on—that was a study under Mr. King in his 
oflfice—to a reevaluation of stockage objectives and a cut-down, pos- 
sibly, in the requisitioning cycle for supplies. I should like to inquire 
if, since this is a small area and a test is going on, whether or not 
any representative of the Air Force affiliated with that study had 
appeared in this area. 

Major Dutt. I believe they have not, sir. 

Mr. Bonner. If there are no further questions, I want to thank 
the colonel and the staff which made the presentation this morning 
and for the courtesies which you have extended to us here today. 
This is a very important and interesting test and we are looking 
forward to the final evaluation of what has been going on here. 

(Thereupon, the subcommittee was adjourned. ) 

aletndde exhibit 1 follows:) 


ALAMEDA EXHIBIT 1 


PRESENTATION OF THE DEPOT COMMANDER AND STAFF OF THE ALAMEDA MEDICAL 
Depot ON THE MUNITIONS BOARD MEDICAL SuppLty Support Test, AuGust 
22, 1952 


SECTION I. GENERAL INFORMATION RELATIVE TO THE ALAMEDA MEDICAL DEPOT 


1. Historical background.—On November 21, 1951, by direction of the Surgeon 
General, United States Army, the Alameda Medical Depot, Alameda, Calif., 
assumed the distribution mission of the San Francisco Medical Depot which had 
been a source of medical supplies for the Army since September 25, 1861. 

2. Description of site-—The present location at Alameda consists of an area of 
99.49 acres, bounded by the Oakland estuary on the north side and a 714-foot 
standard industrial chain fence on the other three sides. The depot was con- 
structed during World War II at a cost of $10,800,000 and housed the Pacific 
Overseas Depot, which handled Air Force supplies. After World War IT it was 
held by the Army in a stand-by status with partial occupancy by the California 
National Guard. There are five warehouses on the premises, three occupied by 
the Alameda Medical Depot totaling 677,000 square feet, one warehouse of 
$21,000 square feet occupied by the San Francisco Quartermaster Market Center, 
and the other of 178,000 square feet occupied by the California National Guard. 
At the Oakland Army Base, 138,000 square feet have been allocated to the 
Alameda Medical Depot as a dispersed storage area. 

3. Organization.—The Alameda Medical Depot is a class II installation under 
the jurisdiction of the Surgeon General, United States Army, and as such has 
the responsibility for furnishing the usual post services. These services are 
provided not only for the medical depot, the major tenant, but also the San 
Francisco Quartermaster Market Center, the California National Guard units 
and activities assigned to the station, and the Sixth Army Central Dental Labora- 
tory, soon to be transferred to this location. 

The permanent organization of the Alameda Medical Depot is set forth on 
chart 1. The Depot Commander is assisted by an executive officer, a special staff, 
and a management office. The usual service elements are present: Adjutant’s 
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office, civilian personnel office, fiscal office, and the miscellaneous services of 
depot property, dispensary, and security. The major service and housekeeping 
elements are organized into two divisions—Transportation and Depot Facilities. 
The major line and mission elements of the depot, which comprise the bulk of 
personnel assigned to the depot and perform the functions which are of primary 
interest to this committee are the Stock Control Division, the Storage Division, 
the Depot Maintenance Shop Division, the Optical Division, and the Purchasng 
Division. It will be noted that the Air Force liaison officer and the naval review 
and liaison unit occupy positions directly under the commanding officer. 

4. Mission.—The primary mission of the Alameda Medical Depot is to receive 
and store all classes of medical supplies (except key items for which this depot 
is not the key) for issue to installations within the regional distribution area 
comprising the States of Washington, Montana, Oregon, Idaho, California, 
Nevada, Utah, and Arizona, and for shipment overseas through the San Francisco 
and Seattle ports of embarkation. The shaded portion of this map is the geo- 
graphical area served by this depot. Oversea commands based upon this depot 
include the United States Army Pacific, United States Army, Alaska, United 
States Air Force, Alaska, the Philippine-Ryukyus Command, and the Far East 
Command, which includes the security forces in Japan and the combat forces in 
Korea. Since the medical supply test, the Alameda Medical Depot has supported 
all Navy ships and land-based activities in the same general area. 

The principal secondary missions of the Alameda Medical Depot include: 

a. The operation of a depot maintenance shop for the reclamation and repair 
of unserviceable medical service property. 

b. The operation of an optical shop for the fabrication and repair of spectacles 
for Army and Air Force troops in the distribution area served by this depot. The 
Munitions Board general plan for the conduct of the test did not include in the 
= the mission of supplying spectacles to Navy troops. 

Personnel.—Personnel assigned to this depot, including attached Navy per 
oat are tabulated below by office and division. Strengths are as of July 
31, 1952. 


TABLE I.—Alameda medical depot, actual personnel strength as of July 31, 1952 























| Total | Military Civilian 
| | 
Division or office Army | Army 
and Air | } | and Air | Navy | Army | Navy 
Force Force 
Depot commander and executive. ............--- 4 3 1 
oe nd nbd chinebeaaneneeed . 2 - 2 
Tnteliteenes COR ORE eee : 1 1 
Se incicdcndctcucevudhsvinedsves OO iN ie smieesmebiad 4 
Adjutant’s office __...... : a nkstisen hake sal 21 ‘ 2 . 19 
Civilian personnel office... .........-.......------} 16 ; 16 
Fiscal office___.- bp si i cakdamsatagabaceceh 14 ne 14 
Depot Property ES ONE ERTI TTY 3 Eitisaees 1 ‘ 12 
Security Branch ...............-- cilinibdintnamel 33 . adit satelite 33 
Dispensary - - . aGnidatthiin tatiana | 3 3 dae 
Transportation Ma ob co oe 15 2 1 14 2 
Internal Rail Branch. --..........--- —. 12 ‘tee lsealiiads Ph sia 
Motor Pool and Maintenance Branch... ___- 14 7 onahanena : 14 7 
RE ST os nd cin be denwhnsio ante deems 87 |... 1 : SO s ootmabe 
Stock Control Division (includes Air Force | | 
SIN SS dcntupt okt sinha ddoiebbdndduhack 7 s 9 1 69 7 
NS Tob on cc nttsnenabanatess 257 62 9 |... 248 62 
Maintenance Shop Division --.............-.- 23 4 3 4 20 ia 
Be a ba iaihes hd 13 ites 7 
FN Oa iis Sei ob decensesedos<dsece 12 1 1 il 1 
fe 7 : 629 S4 44 5 585 79 


6. General observations of the medical supply test.—A detailed presentation 
of test operations will be made by a member of my staff. I would like to preface 
that presentation with a few observations which are considered pertinent in 
evaluating these operations. This depot is a relatively new activity; movement 
of stock, personnel, and equipment from the San Francisco Medical Depot was 
not completed until December of 1951. The support of the Army and Air Force 
activities based upon this depot was continued without interruption during the 
move, which involved the transfer of approximately 10,000 tons of medical ma- 
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tériel alone. On December 29 the Department of Defense directive which officially 
ordered the test at the Alameda Medical Depot was signed by the Chairman, 
Munitions Board. That directive, and the approved Army detailed operational 
plan, was forwarded to this depot on January 11, 1952, by the Surgeon General, 
United States Army, with instructions to commence full-scale operations on 
February 15, 1952. That date was subsequently extended to March 1, 1952, to 
permit completion of stock movement from the Oakland Naval Medical Supply 
Depot. Hence, this depot, which had just completed a major move and undergone 
a reorganization based upon its new post responsibilities, was required to under- 
take a new and different mission of major proportion, the medical supply sup- 
port of the Navy. Needless to say that depot performance, while it has come 
up to the expectations of higher authority, could have been better had a reason- 
able shake-down period been permitted prior to the commencement of test opera- 
tions. We have had to perfect our own organization and procedures on one 
hand, while at the same time conducting and reporting upon a medical supply 
test of considerable magnitude and significance. The selection of this depot was 
unquestionably justified, however, since it was desired that the test be con- 
ducted in an area where Navy population would be of sufficient size to produce 
a test of real significance, and in supply of an active oversea theater. Neither 
St. Louis, Atlanta, nor Schenectady qualify under these criteria. 


SECTION II. SUPPLY OPERATIONS UNDER MEDICAL SUPPLY TEST 


7. Scope of presentation.—We will attempt to present for your information 
all of the test operations conducted here together with some aspects of this in- 
stallation in relation to the mission of the Medical Supply Service as a whole. 

8. Preliminary preparations.—With the receipt of directives officially ordering 
the test at the Alameda Medical Depot, movement of Navy stock from the Oak- 
land Naval Medical Supply Depot commenced approximately January 15, 1952. 
It had previously been agreed the stock would be moved by Government vehicles 
palletized to expedite delivery into storage. In anticipation of the receipt of 
Navy stock, space had been allowed in stacks for like items to avoid multiple 
locations. The transfer of approximately 5,000 items weighing 1,204 short tons 
representing an estimated 3 months’ issue demand of the Navy was accomplished 
without difficulty. Training of Navy personnel to be loaned to the Alameda 
Medical Depot for the test period was accomplished in advance, with the result 
that the depot was prepared to receive Navy requisitions on March 1, 1952. 

9, Organization.—The organization of the Alameda Medical Depot described 
previously has been relatively unchanged by the assumption of the Navy support 
mission \ Navy liaison office has been established to provide coordination 
with the Oakland Naval Medical Supply Depot and to effect necessary super- 
vision and control of issues to naval activities. Requisitions and shipping docu- 
ments have been processed by the Stock Control, Storage and Transportation 
Divisions under existing Army procedures, modified only slightly where necessary 
to accomplish unique features of fleet support. 

10. Requisition and shipping document flow.—Chart No, 2 depicts requisition 
and shipping document tlow under the test. Requisitions are received from 
Army, Navy, and Air Force activities and channeled immediately to the re- 
spective liaison officers for screening prior to supply action. This screening as- 
sures compliance with issue policies of the individual services and permits 
effective control of station supply operations. Any requisition considered by the 
liaison officer to be excessive, or insufficiently justified, is returned over the signa- 
ture of the liaison officer. If the requisition is considered in order, it is forwarded 
immediately to the Stock Control Division for processing. It will be noted 
that the major operational functions of the depot, namely, stock control, storage, 
transportation control, and shipping, are unified functions operating under iden- 
tical procedures for Army, Navy, and Air Force. Within these functions, the 
priority of handling requisitions and shipping documents is based strictly upon 
urgency of need as indicated by required date stated on the requisition. 

11. Stock accounting and control.—The Department of Defense directive per- 
tuining to the Alameda medical supply test provided that plans for the test 
would observe the principle of triservice stock ownership and issue control. <A 
clear understanding of stock accounting and control under the test necessitates 
that some time be devoted to the explanation of this principle and the reasons 
for its observance. At the time the medical supply test of single service supply 
operations was conceived, the Army was already providing medical supply sup- 
port to the Air Force from the Army medical depots on a common service basis 
under provisions of official Army and Air Force agreements. Air Force personnel 
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participated in the operation of these depots; command control of the depots, 
however, was vested in the Surgeon General, United States Army. In order to 
obtain maximum utilization of available warehouse space, the Army and Air 
Force stock in these depots was not segregated by service. It was, however, ac- 
counted for separately on paper to assure that stock programed and procured 
by one service was available for issue to that service. Stock account 11 reflected 
Army item assets; stock account 13 reflected Air Force item assets. Since this 
mode of operation was considered the only way to operate a triservice depot 
successfully, the Navy was included in the partnership on the same basis. As- 
cordingly, the Navy was assigned stock account 15. 

12. Single service supply operations with triservice stock ownership and- con- 
trol_—Chart No. 3 is intended to portray in a pictorial manner unified single- 
service supply operations with triservice stock ownership and control. The 
respective departments, based upon directives from the Joint Chiefs of Staffs, 
develop their operational plans and compute their own quantitative requirements 
for each item. These requirements are based upon departmental experience in 
the type of operations involved and are intended to be no more or less than is 
required for successful performance. It should be noted here that requirements 
are developed on the basis of strength to be supported, and contrary to general 
belief, single-service supply operations do not serve to reduee the volume of the 
procurement pipeline which can vary only in direct proportion to strengths 
being served. These requirements are forwarded in the form of purchase in- 
structions to a single procurement agency (the Armed Services Medical Procure- 
ment Agency) where they are consolidated into a single contract, ordinarily using 
identical specifications. Contracts are placed with industry on a competitive 
basis and due to the fact that the total military requirements are included, 
result in lower production costs and more attractive prices to the Govern- 
ment. Deliveries are made on these contracts into unified single-service depots 
where all stock is stored on a nonsegregated basis. Army stock is accounted for 
on paper in stock account 11, Air Force stock in stock account 13, and Navy stock 
in stock account 15. Issues from these accounts are controlled by the appropriate 
departmental liaison officers on duty at the depot to assure conformance with 
departmental issue policies and actual operational needs. Under this concept 
of single-service supply operations, it will be noted that major supply functions 
of procurement, production, storage, distribution, and maintenance are unified 
and offer the advantages and economies inherent in elimination of nienting 
services. The triservice functions which are retained are planning, requirements 
determination, and issue control. Although a minimum of personuci: are ve- 
quired to perform the triservice supply function under this principle of single- 
service supply operations, the Congress may hold each individual service pri- 
marily responsible for its own supply program and still achieve the benefits of 
unified supply operations. There are some who advocate the poolihg of stocks 
in common depots without maintaining separate accounts for the stocks be- 
longing to each service. Such a system was in operation at the beginning of the 
Korean war and found to be unworkable in time of emergency. At that time the 
Army and Air Force Medical Services jointly owned all medical stocks in Army 
medical depots. While each had a dollar equity in total stocks, neither iad any 
specific claim on available stocks of individual items. Requisitions were filled 
from available stocks on a first-come-first-served basis. It was quickly dis- 
covered that as the medical programs of the two services expanded in support 
of the Korean action, no reasonable solution could be agreed upon to allocate 
available stocks of critical items at depot level in a manner equitable to each 
service. The first-come-first-served procedure was unfair and logistically un- 
sound. The earmarking of stocks on paper in separate stock accounts proved to 
be an easy, inexpensive, and satisfactory solution. It is natural, therefore, that 
the planning for the Alameda medical supply test took cognizance of this valuable 
experience and incorporated in the test directive the stipulation providing for 
the observation of the principle of triservice stock ownership and control. 

13. Performance data.—While it is not intended that this depot evaluate the 
success or effectiveness of medical supply support rendered to the three services 
during the test period (this task has been assigned to the Munitions Board by 
the Secretary of Defense), it is believed that certain performance reports and 
statistics will be of interest to the committee. 

a. At the direction of the Munitions Board, questionnaires have been forwarded 
to all activities supplied by this depot during the test. While all questionnaires 
have not as yet been returned, those that have been completed and returned reflect 
the following picture: 
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(1) Out of 21 questionnaires completed by Army activities, 19 indicated 
supply support rendered during the test was very good, 2 adequate, and 0 
not good. 

(2) Out of 19 questionnaires completed by Air Force activities, 18 in- 
dicated supply support rendered during the test was very good, 1 adequate, 
and 0 not good. 

(3) Out of 81 questionnaires completed by Navy activities, 43 indicated 
supply support rendered during the test was very good, 37 adequate, and 1 
not good. 

If the above reports are indicative of those to follow, it is not unreasonable to 
conclude that the mode of operation at this depot has provided effective supply 
support to the three services. This is in part true because each service controlled 
its own stock in an account and was able to establish priorities and policies for 
their issue. 

b. Since the validity of any conclusion based upon an incomplete survey may 
be questioned, it is considered appropriate to present certain performance sta- 
tistics gathered during the test which reflect quality of customer service. A 
depot which furnishes all necessary items and quantities requisitioned by the 
required date specified by the requisitioner may be considered operationally per- 
fect insofar as customer service is concerned. Hence any instance wherein an 
item or quantity is not supplied, or supplied after the required date specified by 
the requisitioner, is considered a supply deficiency. In the Army two statistical 
means are utilized to measure such deficiencies and provide a basis for evaluating 
quality of customer service: requisition lines established on due out and requisi- 
tion lines shipped late. 

(1) Requisition lines established on due out.—When a requisition line is 
received for an item in an out-of-stock position, it is ordinarily extracted 
to another source or placed on dues out. A due out thus may be consid- 
ered a clerical means of maintaining a requisition line active until stock 
is received permitting shipment. It is a recognized device used throughout 
the military services as well as industry to preclude the necessity for re- 
requisitioning. It should be noted and clearly understood that a requisition 
line established on due out, while technically a supply deficiency, does not 
necessarily result in a failure to provide proper medical care for patients. 
A due out becomes serious only when supplies desired fail to reach the req- 
uisitioner by the required date, stock levels at the station are exhausted, 
and the item is one for which there is no acceptable substitute. Chart 4 
depicts the camparative significance of dues out in the over-all picture of 
supply operations during the first 5 months of the test operations. Out of 
211,373 requisition lines received from the Army, Navy, and Air Force during 
the period March 1 through July 25, positive supply action was taken on all 
but 12,576—roughly 5.95 percent. This 5.95 percent was established on 
dues out, to be supplied as soon as stocks were available. In order to 
determine the length of time an item remained on due out, a study was made 
of all dues out established during May and June. This study revealed that 
49 percent were released within 1-15 days after establishment, 27 percent 
were released within 16-30 days after establishment, and only 24 percent 
remained on due out longer than 30 days. From the above facts, the follow- 
ing conclusions can be drawn: 

(a) This depot has been able to take positive supply action on all 
requisition lines received except on a relatively minor percentage of 
lines ; which resulted in the establishment of dues out. 

(b) The large majority of requisition lines established on dues out 
were subsequently released for shipment within 30 days after establish- 
ment and consequently should not have resulted in a supply shortage 
at consumer level. 

(2) Requisition lines shipped late——A late shipment is a line shipped too 
late from the depot to reach the requisitioner by the required date specified 
by him on the requisition. Even though the required date may be unreason- 
ably early and the shipment only a few days late, for statistical purposes the 
Army considers such a line late. It should be recognized, however, that 
shipment received by a station a few days after the required date does not 
necessarily result in a supply shortage affecting the care of the patients. 
Recording late lines is primarily a statistical means for determining the ex- 
tent to which the depot bas fallen short of 100 percent efficiency in the per- 
formance of its mission. This chart reflects the relative significance of late 
shipments in over-all supply operations by months during the period March 1 
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through July 25. It will be noted that the highest percentage of late ship- 
ments to total lines shipped was in the second month of the test—April— 
and then only reached 15.2 percent. During the most recent month reflected 
on the chart—July—late shipments have fallen to 4.3 percent of total lines 
shipped. During the month of March, 1,219 lines, or 33 percent of total late 
shipments, were due to depot operational difficulties. This figure has steadily 
dropped to a low of 19, or 1.2 percent of total late shipments, during July. 
The question naturally arises as to the other reasons for late shipments, 
The following analysis provides the answer. Of the total late shipments 
which were made during the period March 1—July 25: 

37.46 percent of the late shipments, or 3.86 percent of total lines 
shipped, were due out releases. The establishment of dues out has 
been explained previously. When a dues out is released and shipped 
too late to reach the requisitioner by the required date, it is recorded 
as a late shipment, regardless of whether the item shortage was the re- 
sult of a strike at the manufacturer’s plant, as a simple case of require- 
ments miscalculation. 

33.46 percent of the late shipments, or 3.45 percent of total lines 
shipped, were due to late receipts of extract requisitions from other 
depots and the Requirements and Stock Control Branch in Brooklyn, 
N. Y. In order to assure proper support to the Korean effort, the Re- 
quirements and Stock Control Branch has on occasion shipped more 
stock of certain items into this depot than was subsequently called for 
by the theater. In order to reduce these stocks and satisfy requirements 
in other areas, Requirements and Stock Control Branch has from time 
to time directed extracts of requisitions from other depots to this 
depot for supply. Due to the time required in accomplishing the extract 
action, and the intransit time required for shipment to the other dis- 
tribution areas, the large majority of extracts received result in late 
shipments. 

11.85 percent of the late shipments, or 1.22 percent of total lines 
shipped were due to late receipt of requisition from requisitioner. To 
clarify, if the required date on a requisition does not permit the depot 
reasonable processing time, and the lines on the requisition are shipped 
late (even though by only a few days) the lines are recorded as late 
shipments but classified as “late receipts from requisitioners.” Such 
lines are rarely over a few days late since every effort is made to deliver 
by the required date. During the early weeks of the test, a considerable 
portion of late shipments was attributable to late receipt of requisitions 
from ships. Ordinarily Army and Air Force stations indicate a re- 
quired date of 30 days from date of mailing the requisition to this 
depot. This permits ample processing time. With the inauguration 
of the test, numerous requisitions were received from ships with required 
dates varying from a few days on up depending upon operational com- 
mitments of the vessel involved. While this depot has always handled 
emergency Army and Air Force requisitions on a hand carry “expedite” 
basis, it was not geared to processing substantial numbers of requisi- 
tions with early required dates. With the fine cooperation of the Navy 
Review and Liaison Unit, and the institution of certain special pro- 
cedures and controls, the problem has been largely overcome. 

9.96 percent of the late shipments, or 1.03 percent of total lines 
shipped, only were late due to “delay in depot processing.” Such lines 
were late as a result of some operational shortcoming of this depot, and 
consequently are recorded as such. Miscellaneous other reasons account 
for 7.2 percent of total late shipments, such as delay in obtaining trans- 
portation release, shipments held for consolidation, ete. 

In order to further evaluate the significance of late shipments, a study has 
been made of the first 500 requisitions received at this depot after the test 
commenced to determine in terms of days the lateness of any lines on such 
requisitions recorded as late shipments. Of the 3,199 lines recorded as late 
shipments on those requisitions, 2,325 lines, or 72.7 percent were shipped 
within 1-15 days after the original ship date. Eight hundred and seventy- 
four lines, or 27.3 percent were shipped after 15 days of the original ship 
date. From the above facts, the following conclusions can be drawn: 

(a) A relatively small percentage of total lines shipped since the test 
began have been late shipments. 

(b) The trend of late shipments has been steadily downward since 
the middle of April. 
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(c) A negligible proportion of late shipments are within the province 
of this depot to correct. 

(d) The large majority of late shipments were released within 15 
days of the shipping date which would have resulted in the shipment 
being on time. 

ce. Cross-servicing has been facilitated by test operations and has been accom 
plished on a simple, efficient basis. A stocok balance listing is prepared weekly 
for editing requisitions; this is a normal procedure. This balance listing in- 
cludes information pertaining to all three accounts, such as stock on hand, stock 


due in and due out. Immediatély upon receipt of this listing, it is reviewed by 
the liaison officer of each service to determine those items which are due ont and 
can be supplied by another service. A request is then placed en that service for 


stock required and normally within 2 days after publication of the balance list 
ing, stock transfers are accomplished and dues out released for shipment. It 
should be noted that cross-servicing in the medical services is also accomplished 
at a higher level—at the inventory centro] offices in Brooklyn, N. Y. The inven- 
tory control offices, as part of their normal requirements analysis and procure- 
ment operations, direct transfers of stocks between the services. No physical 
movement of matériel is involved ; it is normally a simple paper transfer between 
stock accounts. In this manner full utilization of available excess stocks of 
other services is effected prior to the initiation of new procurement. This pro- 
cedure is also used for stock balancing purposes among the several depots. Ap- 
proximately 80 percent of the cross-servicing accomplished at this depot during 
the test period and reflected in the above figures was the result of such transfer 
directives from the inventory control offices. In the aggregate, during the first 
5 months of the test operations, cross-servicing between the departments totaled 
$1,924,822.55 of stock, broken down as follows: 

(1) Receipts by the Army from the other departments, $952,262.70. Trans- 
fers by the Army to other departments, $916,833.37. 

(2) Receipts by the Air Force from the other departments, $842,829.10. 
Transfers by the Air Force to other departments, $824,135.61. 

(3) Receipts by the Navy from the other departments, $129,730.75. Trans- 
fers by the Navy to other departments, $183,853.57. 

The basic policies prescribed by the three medical services relative to cross- 
servicing at depot level during the test are as follows: 

(1) Stock must be required by the requesting service for immediate issue. 

(2) Stock requested will not, when added to all other local transfers for 
the same item in the past 30 days, represent more than 10 percent of the 
then current balance in the stock account of the tranferring service. 

3) Stock requested will not cause the value of local accounts receivable 
from a department to exceed local accounts payable to that department by 
more than $10,000. In the event that the commanding officer, Alameda 
Medical Depot, considers after experience that the $10,000 limitation is too 
restrictive, he will furnish supporting data and request that a higher figure 
he substituted. 

(4) The officer in charge, Navy Review and Liaison Unit was delegated 
authority to transfer any item requested by the other services, subject to 
his discretion and under the policies set forth above. The Army and Air 
Force representatives at this depot have heen provided lists of items which 
inay be transferred at this level under the policies set forth above. The 
transfer of any item not on the lists must be approved by the inventory 
control offices prior to transfer. The items over which the inventory control 
offices have retained control are those in short supply in the system. As a 
general rule, little difficulty has been experienced in obtaining authority 
to transfer such items, 

(5) The emergency transfer of small quantities of items necessary to 
save life or prevent suffering or distress may be made at depot level without 
reference to higher authority or the criteria set forth above. 

14. Workload, manpower, and cost statistics for stock-control operations.— 
Set forth in table II below are workload, manpower, and cost statistics for 
stock-control operations which will be of interest to the committee, since a 
comparison is made between monthly averages during the base period January 
through June 1951, at the San Francisco Medical Depot, Oakland, Calif., and 
test period monthly averages at the Alameda Medical Depot, March through 
June 1952. In general, the percentage increase of work produced during the 
test period is greater than the percentage increase in manpower and costs to 
perform the work. 
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TABLE II.— Comparative data, stock-control operations 


A. WORKLOAD 








Ny Line it 
( line < 
rece 1 processed Siippea 
Base period monthly average 
1951 27, 49€ 26, 148 19, 029 2, 575 
1952 
March 46, 17¢ IG, 355 29, 892 4.158 
April 53. 24 19.041 43. 990 4. 520 
May 41, 202 47, 608 44, 979 5 562 
June $3, 452 42, 836 aR, 322 5 008 
Total 184, O7¢ 175, 840 157, 18 19, 248 
lest period monthly average 46,019 43, 960 9, 20¢ 4,812 
Percent increase over base 67. 37 68. 12 106. 51 86. 87 
B. MANPOWER AND COSTS 
- = ‘ 
| 
} Potal ne AY e assigned 
a) 1 tal pro- , 
rot oe | ductive : ie] 
Guctive man-hour waste aa 
man-hours ph gal 
| } ¢ n Military 
: s 
Base period monthly average 8, 834 $13. 901 61 6 
1952 | 
March 13, 75 84 8 
A pril 14, 497 4 10 
May 13, 767 S4 10 
June 12, 569 RY) 10 
Total 54, 583 $91, 452 8 
rest period monthly average 13, 64¢ $22, S¢ 10 
Pereent inerease over base 54.47 64. 47 ‘ 67.00 





15. Storage operations.—a. Storage operations at the Alameda Medical Depot 
under the medical supply test reflect considerable progress in the field of unified 
supply operations and demonstrate the advantages inherent in such unification. 
Due to the fact that there was no stock segregation under test operations 
optimum utilization of space potential has been possible. In a storage operation 
involving several thousands of items, it is necessary to locate each item in such a 
manner as to permit its rapid location and selection for issue purposes. This 
segregation by item results in what is referred to as “potential” storage spac, 
namelly, space for additional unitsofthesameitem in the stack set aside for that 
unit. Consolidation of medical supply activities for the Department of Defense 
on a commodity basis, such as under test operations, permits the maximum 
utilization of such potential space. 

b. A second advantage in consolidating storage operations on a commodity basis 
is found in the fact that only one staff of specially trained warehousemen is 
necessary. It has been suggested that medical supplies and equipment can be 
procured, stored, issued, and maintained just as efficiently by personnel who are 
not familiar with the nature and technical use of the items involved. Our 
experince has demonstrated that the most valuable persons engaged in medical 
supply operations, military or civilian, are those who in addition to their supply 
training have some knowledge of the actual use of the item involved. In the case 
of drugs and biologicals, the need for special training and care in storage and 
issue is vividly clear. Factors of age, sterility, potency, and refrigeration enter 
the picture and unless strictly understood and observed, may result in discom- 
fort or even death to the patient. Many years of training and experience on the 
part of military and civilian personnel engaged in the storage and issue of 
medical supplies to the military services assures their proper handling from the 
factory to the front. 

16. Workload, manpower, and cost statistics for storage operations.—Set forth 
in table II below are workload, manpower, and cost statistics for storage 
operations which include the same comparisons made on the previous table for 
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stock-control operations. It is considered pertinent to note that the comparison 
is rendered somewhat invalid by the fact that the Navy support mission under the 
test has involved the direct shipment from this depot to numerous small activi- 
ties, such as ship dispensaries. These shipments normally consist of small 
quantities of items selected from bin stock requiring repack prior to shipment. 
This type of issue is somewhat more expensive and time-consuming than ship- 
ment of case lots of stock to larger activites. During the base period, the San 
Francisco Medical Depot primarily supported Army and Air Force dispensaries 
and field units were based upon such hospitals for medical supply support. This 
factor would tend to favor the San Francisco Medical Depot in an analysis of this 
type. 


TABLE II1I.—Comparative data, storage operations 


A. WORKLOAD 











Tonnage Total ton- 
receipts and nage on 
shipments hand 
Base period monthly average: 
1951 aes 2, 895 9, 380 
1952 i eee a 
March 7 ‘ . 5, 236 16, 248 
April seee 5, 596 17, 975 
May oi ; ‘ ‘ 5, 362 19, 620 
UE cce-senen so. 5, 139 | 21, 700 
Total ‘ ‘ 21, 333 75, 543 
Test period monthly average -- ‘ . : ; pea 5, 334 18, 886 
Percent increase over base- ---- i weeuseneh —" 84. 25 98. 62 
B. MANPOWER AND COSTS 
_ Average assigned 
| Total pro- 1 aah gee | personnel 
ductive ieee i at 
man-hours | a 
, Civilian Military 
Base period monthly average 27,11 $42, 472 183 4.5 
1952: oN. we at : om 
March... 43, 960 65, 217 | 291 8 
April 51, 589 | 89, 402 311 8 
May : ea ; | 52, 522 | 94, 967 314 s 
PN cistetnmnans ‘ | 49, 583 85, 798 | 315 | 8 
Total Borer et | 197, 654 335, 384 1, 231 32 
Test period monthly average...........-..-.. sib 49, 414 83, 846 308 8 
Percent increase over base.... . non no 82. 27 97. 4] 68. 30 | 77.77 
} | 


17. Procurement operations.—The procurement mission of the Alameda Medical 
Depot in the field of medical supplies and equipment is an essential though lim- 
ited one. In excess of 95 percent of the standard medical supplies and equipment 
stored and issued from this depot are procured centrally by the Armed Services 
Medical Procurement Agency. There are, however, two broad categories of 
medical matériel which the respective Surgeon Generals have determined can be 
more efficiently procured at depot level. 

a. Depot responsibility items. There are certain standard items which due 
to their very low rate of issue or peculiar nature are a procurement responsibility 
of depots. For example, small incandescent bulbs for various equipment items, 
such as otoscopes and ophthalmoscopes, represent a very small dollar value of 
procurement yet are absolutely essential to the functioning of the item. These 
are procured by depots from local vendors. Similarly, cardiograph paper must 
be stocked based upon the number of machines of a particular manufacturer in 
the distribution area. Since this can more readily be determined by depots, 
cardiograph paper has been made a depot responsibility item. On such items the 
depot has the responsibility for projecting requirements and effecting procure- 
ment of required stocks. 
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b. Nonstandard items. The second category of items normally procured at 
depot level are nonstandard items based upon specific requests from requisitioning 
activities. There are thousands of items which are used in the medical profession 
only occasionally for specific diseases or conditions. Normally such items will 
not be standardized by the military services for regular stockage, but will be 
procured as required by depots or stations. The oversea commands, particularly 
Japan and Korea, are unable to procure such items on local markets and conse- 
quently must requisition from the zone of interior. Such requisitions are ex- 
tracted by the port of embarkation to this depot for action. Very frequently such 
items are a matter of life and death and are procured by this depot and shipped 
by air from the Travis Air Force Base in the course of a single day. 

In general, the same type of procurement support rendered the Army and Air 
Force, namely depot responsibility items and nonstandard items requisitioned 
from the field, has been provided to the Navy during the medical supply test. 
No problems have been encountered in the assumption of this additional mission. 

18. Workload, manpower, and cost statistics for procurement operations.—Set 
forth in table IV below are werkload, manpower, and cost statistics for procure- 
ment operations. It will be noted that productive man-hours during the test 
period increased almost in direct proportion with dollar value procured during 
the same period. This is attributable to the following: 

a. The procurement operation at the Alameda Medical Depot has involved 
numerous engineer contracts which require more extensive research, evaluation, 
and administration than straight supply contracts. The procurement office at 
the San Francisco Medical Depot during the base period was not required to 
execute such contracts, since the depot was a tenant of the Oakland Army Base 
and had engineer services provided by that base. 

b. Greater emphasis has been placed at the Alameda Medical Depot on contract 
follow-up to assure delivery by vendors on time to meet required date stated on 
requisitions. This has resulted in a sharp reduction of late shipments which 
will be discussed later in this presentation. 


TABLE IV.—Comparative data, depot procurement operations 
A. WORKLOAD 


Value of line 


Line items : . 
items pur- 


purchased 


chased 
Base period monthly average: 

Pe Cb sdcSrkoklk bindh aoe Sees etnden a pédbGuen 1, 496 $132, 414 
1952: bil 
March cevucudaebsiewd : J 1, 860 264, 019 
BOR ci kenihtuceeee Suess Eamabisateteus abe 2, 191 213, 409 
MMey..... abvetiees . 2, 253 161, 609 
June oe ia cata a eee ie ; 2, 203 543, 333 

6 Se eS pe ee eee ee jis dela dienak 8, 507 

DOME RACINE RIAARES CIID, oie piinitiandéPans havens cospnesketeinanays | 2, 127 

Percent Moreled Over DOSS. « -. 6c. cnn cence ecnns : : 42.18 





B. MANPOWER AND COSTS 
Total pro- 
ductive 
| man-hours 


| Total pro- 
ductive 
man-hour |—————; 


Average assigned 
| personnel 








} costs | Civilian | Military 
4 or 13 D et vlan S asdensed 
Base period monthly average: | 
PO ctkccdilccwncdsddice subde dsbbadeleladtconcac’ 946 | $1, 683 | 6 | 
1952: a Dee il : 
Ba sh eecaes canine onsen cae aie 1, 939 3, 750 11 | 
BT Badd ht ds. MA Bi iin dbbbn Skuse 2, 197 | 4, 056 11 | 
NE. Situ sd bak td « deed bch thn cd sien ot 2, 086 3, 802 hi } 
aL siikih cok diniatitnendn digi tina optine 2, 321 4, 329 11 | 
WON Si scbtatocods Rcdustenthealedsieadd 8, 543 15, 937 44 
Test period monthly average__-_..............--.------ | 2, 136 | 3, 984 ll | 
Percent increase over base...............--.--------.--- 125. 7 136. 72 83. 33 
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SECTION III. ANALYSIS OF SPACE UTILIZATION AT THE ALAMEDA MEDICAL DEPOT 


19. Space utilization.—In the seventeenth intermediate report of the commit- 
tee, dealing with the Alameda Medical Supply test, this depot is reported as 
having 677,000 gross square feet of available warehouse space. This has since 
been increased to 816,000 gross square feet by the acquisition of 139,000 square 
feet at the Oakland Army Base. All data in this analysis will be based upon 
the latter figure of 816,000 gross square feet. Table V below is a recapitulation of 
available space and utilization as of June 30, 1952. The significant feature is 
that net usable storage space is approximately 86 percent occupied. Eighty per- 
cent occupancy is generally considered to be proper utilization if adequate work 
space is to be available for efficient warehousing and shipping operations, 


TasLe V.—Recapitulation of space utilization 
[Thousands of square feet] 


mn ' Humidity! Inflam- Cold 
rotal Heated Unheated controlled! mable storage 


Gross space operated by reporting service 


or agency 816 36 779 0 0 l 
Nonstorage space 123 20 103 0 
Gross space available for storage 693 16 676 l 
Bin storage space 16 16 0 |.. 0 
Aisles 165 | 0 165 : 0 
Receiving and shipping space 27 | 0 f= 0 
Net usable space... 485 | 0 484 1 
Occupied space 416 | 0 415 1 
Vacant space 69 0 69 | 0 


SECTION IV. ANALYSIS OF ARMY STOCKS IN MEDICAL DEPOTS (TONS) 


20. Depot stockage.—Since the supply support of a given distribution area 
is not vested solely in one Army depot due to the fact that certain items are 
keyed to another depot, it is deemed pertinent that in considering the subject 
of depot stockage the stock of the Army Medical Service depot system as a 
whole be considered. Exhibit 1 presents an analysis of depot stocks of the 
supply system of the Army Medical Service. After subtracting Air Force and 
Navy assets for purpose of this analysis, it will be noted that Army Medical 
Service assets fall into two broad categories which must be considered separately 
if stock position is to be honestly evaluated and appraised. These two categories 
are stocks for special or nonrecurring demands, and stocks for recurring or 
normal-issue demands. Each category will be discussed separately. 

a. Stocks for special or nonrecurring demands. 

(1) Mobilization reserve stocks.—23,437 tons of medical matériel on hand 
in Army Medical Service depots represent that portion of Army mobiliza- 
tion-reserve stocks currently on hand. The primary purpose of the Army’s 
existence is to be prepared for war. Mobilization-reserve stocks have long 
been recognized as absolutely essential to support the military build-up 
during the first year of war until industrial production can be geared to 
meet tremendously expanded mobilization requirements. Congress wisely 
authorized funds for this purpose in the fiscal-year-1951 and 1952 appro- 
priations, and such mobilization reserve stocks currently represent 39 per- 
cent of the total stocks stored in depots. 

(2) Initial equipment of tactical units and special stocks for operational 
projects.—15,052 tons of medical matériel represents stock procured on a 
nonrecurring basis for issue upon request to tactical units and installations 
planned for activation, and special stocks for the support of approved 
Department of the Army projects. Such stocks must be procured in advance 
and stored until called forward by the appropriate commander. It is 
mandatory that this stock be available for issue when required. Failure 
to provide such matériel on time would result in a failure of the Army 
Medical Service to provide adequate logistical support to the Army. 

(3) Foreign aid and other nonapplicable assets.—2,046 tons of stock on 
hand fall into this category, the bulk of which is foreign-aid stock are 
awaiting assembly and shipment. It is usually required that such stocks 
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for foreign-aid programs be held for consolidation into a very limited number 
of shipments since unusual control and supervision in transit is necessary. 
Consequently, it is frequently necessary to hold sizable inventories of 
certain items pending receipt of additional items from procurement per- 
mitting final assembly and shipment. This factor increases tonnage on 
hand in the Army Medical Service System, increases storage-space re- 
quirements, but does not increase the stockage available for normal Army 
programs, 

b. Stocks for recurring or normal-issue demands. After deducting tonnage 
held for special programs referred to in a, above, approximately 19,662 tons of 
Army medical matériel remain for application to its recurring or normal-issue 
demands. It is these stocks and those tonnages which should be considered when 
determining the number of months of stock on hand. On this basis, the Army 
has approximately 4.9 months of stock on hand for recurring or normal-issue 
demands. It is the objective of The Surgeon General that depot stocks should 
equal an operating level of 3 months’ projected issue demands. However, when 
depot stocks are reduced to months of supply on a tonnage basis, several factors 
which are inherent in operation of the supply system and which tend for greater 
stockage should be considered. Such factors are noted below: 

(1) Many medical items purchased on a periodic basis do not lend them- 
selves to monthly delivery. Economies are often gained by accepting de- 
liveries in greater increments at times equal to 3 to 6 months’ demand. Ad- 
vantages occur in the reduced number of in-bound shipments to be handled, 
economies in transportation costs, and at times more favorable purchase 
price. This feature temporarily brings depot stocks above the stockage 
objective. 

(2) A curtailment or reduction of program of a nonrecurring nature. 

(3) The existence of unbalanced stock retained in the depot system at 

the close of World War ITI. 

(4) A lessening of forecasted demands from the Far East Command, a 
result of truce negotiations. 

ce. The Army Medical Service is conscientiously attempting to realize for four 
turn-overs per year for all stocks issued for recurring demands by means of a 
quarterly procurement plan for the majority of the items stored. However, 
quarterly turn-over is not always possible or economical, for the reasons stated 
above: namely, the existence of unbalanced stocks on hand in the depot system 
and items which do not lend themselves to monthly or phased delivery. Any 
instances of phased delivery must be weighed on the basis of increased cost and 
administrative workload versus storage-space savings. In other words, although 
storage space may be conserved by multiple procurement and phased deliveries, 
it is entirely possible that the cost of matériel procured under such conditions 
and the administrative burden placed upon the supply system to effectuate such 
procurement will be excessive compared to storage dollars saved. 

d. As a final comment relative to medical-supply systems and depot stocks, it 
is considered of extreme importance that in our efforts to achieve economies we 
do not lose sight of the primary mission of the military medical services in peace 
and in war: to provide a high standard of medical care to the American soldier, 
sailor, and airman. This is a legal and moral responsibility to the American 
publie which cannot be minimized. The military medical services are expected 
to be prepared in time of emergency to expand many times in size, to provide 
adequate medical service in any corner of the globe where American men are 
fighting, under conditions varying from the frozen Arctic wastes to the sweltering 
heat of the jungle. This is a logistic assignment which has no counterpart in 
our civilian economy and can only be performed by a strong, effective supply 
system and adequate mobilization reserves and operating supplies. 
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COMPARISON OF LATE SHIPMENTS 
WITH TOTAL LINES SHIPPED 


REQN, LINES (THOUSANDS) REQN LINES (THOUSANDS) 
60 60 


SHIPPED ON TIME 
SHIPPED LATE 


GJ CEPOT RESPONSIBILITY 
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ExHrsit 1.—Analysis of depot stocks 


[Tons] 


Alameda) Atlanta | Louisville | St. Louis Schenectady | Total 











1. On hand as of the end of fiscal | 
year 1952... sactebGeninal 21, 320 8, 819 19, 752 7, 047 9,496 | 86, 434 
2. On hand, Air Force......- 6, 183 2,117 5, 136 8, 385 3,039 | 24, 860 
3. On hand, Navy-..-.---- Secale 1, wee lnanses : ice Glee cea Sil 1, 387 
4. On hand, APMY...ccocecsi scans) JTS 6, 702 14,616 | 18,662 6,457 | 60, 187 
(Less stocks for the following | | | 
specific elements and pro- | 
grams which cannot be | | 
equated with previous is- | | 
sues:) | | | 
5. Mobilization reserve 7 4, 186 1, 589 2,778 | 12,706 2,178 | 23, 437 
6. Approved operational projects | 
and planned unit augmenta- | | 
tion of the Army 97 | 3, 366 10, 682 | 196 701 15, 042 
7. Foreign aid and other nonappli- 
cable assets (nonrepairable, sur- | | | 
plus, salvage) - - - 239 | 305 769 521 212| 2,046 
8. Total tons to be deducted F 4, 522 5, 260 14, 229 13, 423 3,091 | 40, 525 
9. Tons remaining for comparison 
with projected monthly average 
issues 9, 228 1, 442 387 5, 239 3, 366 19, 662 
10. Projected monthly average issues 1, 678 406 449 880 620 4, 033 
11. Number of months’ stock on hand | 
(line 9 plus 10). .....--- 5.5 3. 65 9 5.9 5.4 4.9 


SUPPLEMENTARY STATISTICAL DATA PERTAINING TO THE MUNITIONS Boarp MeEpt- 
cAL Suppty Support Test 


Dollar value of shipments at Alameda Medical Depot, Mar. 1 through July 25, 

















1952 
; | Army and z Weekly Cumulative 
Date Air Force Navy total total 

Mar. 7 ee . $505, 200 |......-..- , $595, 200 $595, 200 
Mar. 14_- an ae sit 728, 400 $4, 800 733, 200 1, 328, 400 
Bier. 9... ... cucu * ; 260, 400 21, 600 282, 000 1, 610, 400 
Mar. 28 ot... Serer a 416, 400 36, 000 452, 400 2, 062, 800 
Apr. 4. sae r 294, 000 | 50, 400 | 344, 400 2, 407, 200 
Apr. 11 : tele a 517, 200 86, 400 | 603, 600 3, 010, 800 
Apr. 18 y RE wanes 184, 800 60, 000 244, 800 3, 255, 600 
Apr. 25 ERE OM SLI cok ccok 296, 400 | 93, 600 390, 000 3, 645, 600 
May 2. e eve 501, 600 142, 800 644, 400 4, 290, 000 
May 9 ; ; eae. uci 254, 400 | 85, 200 | 339, 600 4, 629, 600 
May 16 eS eae 244, 800 | 127, 200 | 372, 000 5, 001, 600 
May 23. Bg all 409, 200 | 128, 400 | 537, 600 | 5, 539, 200 
May 30... é 379, 200 | 61, 200 440, 400 5, 979, 600 
June 6 eae je AEROS 279, 600 64, 800 | 344, 400 | 6, 324, 000 
June 13 ion J owes ‘ 306, 000 | 63, 600 | 369, 600 6, 693, 600 
i“ SS Qa oe este 247, 200 | 363, 600 610, 800 7, 304, 400 
June 27 ES Die leawaliait aie 273, 600 114, 000 | 387, 600 7, 692, 000 
Jeny 4.........eeee einen. 296, 400 | 93, 600 | 390, 000 8, 082, 000 
July 11 Eee Aas 266, 400 114, 000 380, 400 8, 462, 400 
July 18 : ae 256, 800 | 45, 600 | 302, 400 8, 764, 800 
July 25 Se Me scented tite 279, 600 | 87, 600 | 367, 200 9, 132, 000 
Wn Rian eatiaces zee 7, 287,600 | 1, 844, 400 9, 132, 000 9, 132, 000 
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Tonnage shipped at Alameda Medical Depot, Mar. 1 through July 25, 1952 








Army and eesent Weekly Cumulative 
Date Air Force Navy total total 

SN. Casthwhecs 496 496 
OS | ae 607 4 611 l, 
Mar. 21...- \ ‘ 217 18 235 1,3 
Mar. 28_. 347 30 377 l, 
Ate. 4... 245 42 287 2, 
Apr. 11 . Q : 431 72 503 2, 
Apr. 18..... 154 50 204 2,7 
Apr. 25 247 78 325 3 
May 2...- 418 119 537 3,6 
May 9-.-.-.-- 212 71 283 3 
May 16 204 106 310 4, 
May 23..-- one 341 107 448 4, 
May 30....-. 316 51 367 4, 
June 6_.... ’ 233 54 287 5, 3 
June 13_--- 255 53 308 5. 57’ 
June 20..-. 206 303 5 6, 087 
June 27..... 228 95 323 6, 410 
July 4 san ; 247 78 325 6, 735 
July 11....-- 222 95 317 7, 052 
EE Psi a count 214 38 252 7,304 
| > x . 233 73 306 7,610 

TUG oa x : . 6, 073 1, 537 7,610 7, 610 


Line items shipped at Alameda Medical Depot, Mar. 1 through July 25, 1952 


Weekly Cumula- 














Date Army Air Force Navy total tive tetal 
DR: Fanune 2, 459 2, 155 43 4, 657 4, 657 
TTI. Tinie teentnnnenbctaminamneminaeeinmnend 2,617 | $, 471 808 6, 896 11, 553 
NG Eisansmostee 2, 200 3, 181 2, 150 7, 531 19, 084 
Ny Be ldhcineckwese 2, 328 3, 704 1, 700 7, 732 26, 816 
ag ncmackttdhnintncesnnsandees 2, 521 2, 638 3, 029 8, 188 35, 004 
Es Bic cccnpenenscccssesascanassecucensse 2, 045 2,817 5, 046 9 44,912 
PA diencdavadésbasdtundgressnassensnesie 1,359 1, 986 4, 238 7 52, 495 
Apr. 25. aa sentchuiinin otis 2, 420 3, 650 5, 182 63, 747 
ay 2...- i aubeie odie 2, 676 2, 333 6, 391 75, 147 
May 9-.. 7 — 2,173 1, 542 6, 330 85, 192 
nc cakdiiveswnckniaibtacsnatouhiitetas | 2, 240 3, 216 | 5, 955 96, 603 
May 23. J lew 1,757 2, 702 7, 059 108, 121 
iii. Di lbninnsnatkak dtwennuanagenien 2, 454 3, 290 5, 395 119, 260 
PE inéncndadsanavaccdnduocauuaeousert 2,011 1, 577 3, 369 126, 217 
nisin tihtasardiaiadadewnansinnbetied 1, 300 2, 882 3, 985 134, 384 
GE ncnnncie 3, 875 3, 330 4, 027 145, 616 
i cininitinsthlmeisicmnandelmnceneninlalal 2, 548 2, 078 2, 985 153, 227 
[ee ee Se eee } 2, 403 2. 725 3, 261 8, 161, 616 
GE ocnapertbiwascacacidvencsscccceutin’ 3, 316 3, 306 5, 650 12, 272 | 173, 888 
ic undndhiinnnanccmte Fi a msienticnenen cokes 1, 623 2, 136 2, 694 | 6, 453 180, 341 
Pi cncabditcncticmahthnennessubaiit 1, 558 2, 655 5, 565 9,778 190, 119 
nla eenncmnirtttnnninenapliiae 47, 883 57, 374 | 1 84, 862 190, 119 190, 119 
| l | 





1 The proportionately large number of Navy line items shipped is due to the fact that ships and small 
dispensaries of the Navy have been supplied directly from this depot during the test period. In the Army 
and Air Force, small consumers of medical supplies are satellited on large stations and hospitals for their 
medical supply support. 
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Requisition line items on requisitions received at Alameda Medical Depot, Mar. 1 


Ma 
Mar. 14 
Mar. 2 
Mar. 28 
Apr. 4 
Apr. il 
Apr. 18 
Apr. 25 
May 2 
May 9 
May 
May 2 
May 30 
June 6 
Jure 
June 20 
Jun 
Jul 4 
Jul 

July 18 
j > 

Potal 


I'he proportionately large number of Navy requisition line it 
ill dispensaries of the Navy have been supy 
ree, small consumers of medical supplies are satellited on large stations and hospitals 


the Army and Air I 


for their medical supply 


through July 25, 1952 


Air Force 


SON eK oOnwwanea 









lied directly fro 


support 


Due 
1952 

Date Army Air Force 
Mar. 7 173 223 
Mar. 14 203 136 
Mar. 21 349 367 
Mar. 28 78 163 
Apr. 4 223 306 
Apr. 11 207 152 
Apr. 18 72 222 
Apr. 25 210 85 
May 2 175 164 
May 9 82 133 
May 16 &3 95 
May 23 71 154 
May 31 37 48 
June 6 62 115 
June 13 os 19 57 
June 20 23 48 
June 27 42 38 
July 4 14 6 
July 11 37 3l 
July 18 19 19 
July 25 25 76 
Total 2, 304 2, 638 





Weekly 


total 


6, 998 
6, 216 
10, 533 
8, 836 
8. 617 


211, 373 


Cumula- 
tive total 


1f, 430 
20, 121 
32, 845 
44, 620 
52, #24 
65, 492 
78, 536 
88, 715 
99, 660 
108, 899 
117, 729 
126, 999 
136, 274 
148, 698 
158, 741 
170. 173 
177, 171 
183, 387 
193, 920 
202. 756 
211,373 


211, 373 


s received is due to the fact that ships 


1 this depot durir 


Navy 


212 
354 
379 
443 
329 
471 
534 
684 
665 
388 
261 
346 
180 
293 
258 
419 
433 

66 
229 
365 


325 | 


7, 634 | 


Weekly 
total 


50S 
693 
1, 095 
OS4 
858 
830 
928 
979 
1, 004 
603 
439 
571 
265 
470 
334 


g the test period. 


490 | 


513 


86 | 


297 
403 
426 


RTA 


12, 576 


| 
| 
| 


In 


s out established (lines) at Alameda Medical Depot, Mar. 1 through July 25, 


Cumulative 
total 


608 
1, 301 
2, 396 
3, O80 
3, 938 
4, 768 
5, 696 
6, 675 
7, 679 
8, 282 
8, 721 
9, 292 
9, 557 
, 027 
, 361 
, 851 
, 364 
, 450 
11, 747 
12, 150 


12, 576 








21 
15 
20 
4 
12 
6 


9 
9 
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Total late shipments (lines) at Alameda Medical Depot, Mar. 1 through July 25, 


May 16... 


May 23 
May 30 
June 6 
June 13 
June 20 
June 27 


July 4__..- nutes 


July 11. 
July 18. 
July 25. 


Late 


Mar. 7 


Mar. 14_. 


Mar. 21 


Mar. 28..... 


Apr. 4 
Apr. 11 


shipments 


(lines) 


Apr. 18 ee 


Apr. 25 
May 2 
May 9 
May 16 
May 23 
May 30 
June 6 


June 13__- 


June 20 
June 27 


due 


ail a deine aes 7 


July 11...- panne 
July 18.....- 
July 25..... 


1952 


Army 


147 
142 
270 

06 
391 
245 
162 
257 
169 
171 
413 


92k 


291 
SY 
206 
78 
101 
74 
133 


97 


4, 104 


to delay in 





, Weekly 
Air Force Navy total 
412 559 
785 66 993 
667 467 1, 404 
527 114 737 
16 1, 570 
1, 125 1, 776 
491 908 
S09 1, 387 
1,01 1, 445 
892 1, 512 
376 1, 220 
658 1, 177 
492 1, O89 
290 553 
218 900 
38 587 
115 310 
109 392 
54 295 
166 386 
340 504 
7, 347 8, 25 19, 704 


depot processing at Alameda 


559 

1, 552 

2, 956 

3, 693 

5, 263 

7, 039 

7, 947 

9, 334 

10, 779 
12, 291 
13, 511 
14, 688 


15, 777 





Vedical 








Depot, Mar. 1 through July 25, 1952 
7 te ta Week] Cumula 
Army Air Force Navy total thee total 

12 129 |... 141 141 

s1 319 ee 350 491 

190 358 ; 548 1, 039 

13 5 180 1, 219 

41 138 1 180 1, 399 

92 24 19 135 1, 534 

5 7 65 107 1, 641 

119 15 ~ 142 1, 783 

5 30 ~ 43 1, 826 

4 1 5 1, 831 

7 46 t 1, 887 

2 2 2 f 1, 893 

l 3 6 10 1, 903 

8 2 1 11 1, 914 

1 4 7 12 1, 926 

| 7 4 13 1, 939 
3 : 2 5 1, 944 

3 2 5 1, 949 

aes ae 2 3 5 1, 954 
| 2 4 2 s 1, 962 
a . D hissasencdens 1 1, 963 
576 1, 213 174 1, 963 1, 963 
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Mar. 7 
Mar. 14 
Mar. 21 
Mar. 28 


Apr. 4 
Apr. 1 
Apr. 1 


Apr. 25 


l 
8 


) 


May 2 


May § 
May | 
May 2 
May 3 
June 6 
June | 


6 
3 
0 


3 


June 20 


June 2 
July 4 
July 1 


4 


l 


July 18 
July 25 


Total 





of procurements at Alameda Medical Depot, Mar. 1 through July 25 


1952 


ay and 
Air Force 


56, 979 
20, 663 
22, 381 
40, 373 
- 35, 509 
oo - - 40, 300 
32, 432 
78, 770 
23, 086 | 
18, 325 | 
25, 291 | 
42, 387 
29, 802 
40, 966 | 
74, 366 | 
161, 348 | 
70, 993 | 
229, 139 | 
6, 258 | 
5, 676 
23, 455 | 


1, 078, 499 


Navy 


Ww 


eekly total 


76, 606 
162, 505 
72, 136 
229, 479 
6, 389 
5, 965 
23, 651 


1, 101, 228 


Cumulative 





total 


56, 979 

77, 642 
100, 023 
140, 396 
177, 394 
218, 120 
250, 993 
333, 550 
360, 905 
381, 259 
408, 982 
451, 542 
482, 555 
524, 497 
601, 103 
763, 608 
835, 744 
1, 065, 223 
1, 071, 612 
1, 077, 577 
1, 101, 228 


1, 101, 228 
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FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART III 
(Section 2) 


(Meeting held at the Coffee Roasting Plant, Naval Supply Center, 
Oakland, Calif.) 


MONDAY, AUGUST 25, 1952 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerparTMeEnts,? 
Oakland, Calif. 

The subcommittee met at 10 a. m. in the administrative offices of 
the Naval Supply Center, Oakland, Calif. 

Present: Representatives Herbert C. Bonner, (Mrs.) Cecil M. 
Harden, and Thomas B. Curtis. 

Staff members present: Thomas A. Kennedy, genera! counsel; Ray 
Ward, staff director; and Herbert Roback, staff director, “Reorganizs- 
tion Subcommittee. 

Navy services personnel present: Rear Adm. M. .: Royar, Chief 
Bureau of Supplies and Accounts, Washington, D. C.; Rear Adm. 
T. Earle Hipp, commanding officer, Naval Supply ¢ ee Oakland, 
Calif.; Capt. D. C. McKenzie, officer in charge, General Supply Depot, 
Naval Supply Center, Oakland, Calif.; Comdr. F. W. McKay, plan- 
ning officer, Naval Supply Center, Oakland, Calif.; Lt. Roy Ander- 
sen, Navy Cost Inspection Office, San Francisco, Calif., and Mr. J. F. 
Nielsen, quarterman, coffee roaster, Naval Supply Center, Oakland, 
Calif. 

Mr. Bonner. The subcommittee will come to order. 

Admiral Royar, we are pleased to be here with you again on this 
particular question, the study of the coffee-roasting plants in the 
armed services and particularly in the Navy. You have met the 
members of the subcommittee. We regret that Congressman Shelley is 
not present due to conditions beyond his control. Congressman Shel- 
ley is greatly interested in this subject. This subcommittee has issued 
a committee print on the subject of commercial activities in the armed 
services, and I shall read the introductory part for the hearing. 

The Federal Government annually requires millions of individual items which 
cost billions of dollars of the taxpayers’ money. The extent and complexity 
of the far-flung and diverse Federal activities cannot be comprehended by any 
individual. Commercial type activities alone stagger the imagination. A partial 
list of these activities operated by various agencies of the Government follows: 


1 Name changed to Committee on Government Operations, July 4, 1952. 
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SOME COMMERCIAL ACTIVITIES OF THE TF EDERAI GOVERN MEN 


United States mints 

Engraving and printing (paper money, bonds, stamps, and so forth) 

Printing of all kinds (Government Printing Office and other agencies) 

Maintenance shops (automotive, typewriters, adding machines, ships, planes, 
and so forth) 

Guns, ammunition 

Clothing manufacture 

Bakeries 

Railroads 

Transports (air, sea, land) 

Power plants 

Warehouses 

Testing facilities 

Coffee-roasting plants 

Commissaries 

Messes 

Force account construction projects (dams, roads, buildings, telephone lines) 

Hospitals 

Schools 

Experimental operations of all kinds 

Fur sealing (Pribiloff Islands) 

Banking, credit, loans, and so forth 

Insurance (crops, banks, and so forth) 

Laundries 

Spectacle manufacturing 

Paint manufacturing 

Tree nurseries 

Fish hatcheries 

Telephone lines and other communications systems 

Synthetic rubber plants 

Shipbuilding 

As a nation we recognize the need for encouragement of individual initiative 
and enterprise under our system of democratic government. Government opera- 
tions should be conducted only when necessary in the interest of— 

1. Service (to obtain what is needed when and where) 

>, Cost 


3. Security 
4. Emergency 
5. Experimental projects 


6. Excessive risks 
7. Genern!l welfare (postal system, etc.) 
8. Quality control 
». Isolated areas, 

Theoretically, everything that is done by Federal Government agencies could 
be done by or through commercial concerns, States, counties, municipalities, or 
cooperative projects. It is recognized fully that the Government should pay a 
reasonable profit for what it gets and the factor of fair profit alone is n¢ excuse 
for the Government taking over. On the other hand, every profitable and un- 
profitable activity of a nation could be usurped by a socialized state devoid 
of the urge of personal incentive. As big Government gets bigger there is a 
tendency for Government agencies to take over more and more activities, some- 
times justifiably and sometimes through desire rather than necessity. As all 
things are related, one enterprise leads to still another. Sometimes activities are 
started on a small scale and historical precedence becomes an excuse for con- 
tinued operation on a large scale. 





RECOGNITION OF PROBLEM BY SUBCOM MITTEE 


The subcommittee recognized the problem of commercial activities in the 
armed services and in its report No. 658, of June 27, 1951, stated the conclusion 
and recommendation that: 

“Except in isolated areas and under special circumstances, commercial-type 
operations in the military departments, such as coffee roasting, are of question- 
able value. Skilled military personnel, specialized equipment, and tnuch needed 
administrative and warehousing space are utilized by these activities, which are 
not essentially military operations. 





= 


ve 
‘a- 


he 
on 


pe 
n- 
ed 








FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 27] 


Justification for their existence has been attempted on an economy basis. 
Cost figures shown to the subcommittee, however, fail to include all overhead 
and other cost factors, such as amortization, depreciation, etc., which are custom- 
arily considered in arriving at commercial costs. 

It would appear that in the absence of adequate justification for maintaining 
commercial-type operations, the military departments could better utilize their 
funds and personnel in procuring the finished product on the commercial market 
than in duplicating commercial facilities and manufacture. 

Other commercial-type operations such as clothing manufacturing, tire-retread- 
ing operations, and automobile overhauling shops examined by the subcommittee 
duplicate existing facilities of small and large civilian business operations, 
thereby competing for personnel, space, parts, and raw materials, 

Recommendation: The Secretary of Defense should ascertain whether under 
proper cost-accounting standards cost differentials, and service justify retention 
of commercial-type operations in the Military Establishment.” 

Further investigations confirm the conviction that the military departments 
should make a more careful scrutiny of all their commercial-type operations 
which utilize trained military staff and other resources and facilities, which may 
not be justified on any of the bases listed above. Title IV of the National Security 
Act established a Comptroller for the Department of Defense who should make 
cost studies and evaluations of such matters with the basic idea of diminishing 
rather than justifying or perpetuating such activities. Under our system of 
government, the burden of proof should lie against Government operations which 
lead us to military socialism. : 

In order to insure a supply of needed items, the military services under the 
theory of responsiveness to command want to be sure that they have production 
control. While there can be no quarrel with this basic concept provided we con- 
sider that command means united command this can be carried to an absurdity, 
however, as can be illustrated in the hypothetical case of flour. The services 
require millions of pounds of flour annually. To be certain of supply, control 
of the mills is required and distribution facilities from the mills to points of use. 
However, the next step would be assurance of a supply of grain for the mills, 
which would require control of the farms that produce the grain for the mills. 
In turn, this would require assurance of a supply of fertilizer, farm equipment, 
and farm help, and so the matter would go on ad infinitum until every industry 
and every facility would need to be controlled by the military in order to insure 
adequate supplies. 

In a democracy we try to protect private enterprise but have systems of 
priorities in times of emergency to assure supplies to defense activities. Our 
system also permits requisitioning procedure and condemnation in the national 
interest, thus obviating the threat of military socialism which spreads and en- 
gulfs so quickly. 

CIVILIAN-TYPE ITEMS 


There are thousands of items used commonly in great quantities by both the 
civilian and military populations. These items generally are covered by civilian 
specifications, are in the competitive market and can be procured for Govern- 
ment use through the time-honored system of competitive bidding. This system 
as often described by the Comptroller General of the United States requires that 
“needs are clearly stated, that free and full competition is obtained and that 
award is made to the lowest responsive qualified bidder.” Bid openings are 
public and quotations are read aloud and become public property. Such a 
system is in the interest of the bidders and the Government. Favoritism, collu- 
sion, nepotism, personal preferences, and other abuses are best avoided by this 
process, 

The system to be successful requires that Government officials know what they 
need as to quantity and as to quality and so state in the specifications in the 
bid invitation. In making the award, the contracting officer must know that 
he is getting what is specified. This is the essence of testing. Without this 
corollary to good specifications, the process breaks down and responsible bidders 
are penalized and chiselers are rewarded. 

Too often the Government is unable to throw out dishonest bidders. Often 
the Government gets stung before discovering the chiselers. The subcommittee 
believes that General Services Administration under its general authority pur- 
suant to section 201 (a) (1), Public Law 152, Eighty-first Congress, should es- 
tablish policies governing responsibility of bidders so they may be prequalified 
and/or debarred in order to protect the Government. This is prevention rather 
than costly and belated cure. 
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COFFEE GENERALLY 


Coffee is certainly a civilian-type item in the United States. Imports in fiscal 
ns Wane 


year 1951 were 20,357,372 bags of 132.276 pounds each or 2,692,791,739 pounds at 
a value of $1,360,583,000. This was 67 percent of the world’s production and 
represents a 16.7-pound per capita conswuption. ‘The world’s greatest importers 
and manufacturers of caffee are locate? in the United States. 

Admiral Royar, I understand you will be the principal speaker for 
the Navy this morning. For the record, will you please give your full 
name, title, and bac ‘kground for assuming your present position 2 


FURTHER STATEMENT OF REAR ADM. M. L. ROYAR, SUPPLY CORPS, 
UNITED STATES NAVY, CHIEF, BUREAU OF SUPPLIES AND AC- 
COUNTS, AND PAYMASTER GENERAL OF THE NAVY 


Rear Admiral Royar. My full name is Rear Adm. M. L. Royar, 
Supply Corps, United States Navy. I am now Chief of the Bureau 
of Supplies and Accounts and Paymaster General of the Navy. Prior 
to assuming the billet of Chief of the Bureau, I was in command of 
the Naval Supply Center at Oakland for 314 years and, as command- 
ing officer, was in charge of the coffee-roasting plant as one of the 
facilities of the center. 

Mr. Bonner. Would you complete your statement, Admiral Royar? 

Rear Admiral Royar. May I make a statement off the record ? 

Mr. Bonner. Yes, sir. 

(Discussion off the record. ) 

Mr. Bonner. Thank you very much, Admiral. 

When this subcommittee visited the naval clothing depot at Brook- 
lyn on April 30, 1951, Congresman Shelley asked this question: 

I am still trying to get in my mind the answer to a question that has dis- 
turbed me for some time. I am going to throw it out right here. Why does the 
Navy have to have its own coffee? Why do you have to run two coffee roasting 
and processing plants with the number of commercial coffee roasters and manu- 
facturers that we have in this country, particularly when these plants are in 
the same general loc ations as your naval plants are located here and back in my 
own community in the San Francisco Bay area? 

Admiral Fox. It is one of economy. 

Mr. SHetiey. I will need more than that for an answer, Admiral Fox. 

Admiral Fox. Well, I don’t have the correct cost figures with me. I think the 
answer simply is that there is no coffee roaster that will do it for anything 
approaching the price that the Navy can do it for itself, because we have had a 
cost study made on it. 

Do you concur in the statement of Admiral Fox as to the economy 
in having your own coffee-roasting plants ? 

Rear Admiral Royar. Yes, sir; I concur in that very fully. 

Mr. Bonner. I want to insert in the record at this point, so one 
reading the record will have this information, a diagram of the 
national defense coffee-roasting plants within the United States. (See 
Oakland Exhibit 3, p. 377.) 

Mr. Bonner. I think you have that showing the Navy coffee-roast- 
ing plants and showing the Army coffee- roasting plants and showing 
the transportation of coffee back and forth first to Brooklyn and then 
back to Corpus Christi, Tex., and first to one place and then back to 
another and showing the general duplication in the armed services of 
coffee-roasting installations operated by the armed services. 

Were you requested to make the cost studies at the Brooklyn and 
Oakland coffee-roasting plants, Admiral Royar? 








FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 273 









Rear Admiral Royar. Yes, sir; we were. 
Mr. Bonner. Will you supply that information to us for the record ? 

Rear Admiral Royar. I do not have it for Brooklyn, but Admiral 
Hipp has the information for Oakland. We have a recent study. 
(See Oakland Exhibit 5, p. 443 for latest cost studies for Oakland 
plant.) 

Mr. Bonner. When were you requested to make the one for Brook- 
lyn and Oakland ? 

Rear Admiral Royar. I say we were; that is, the Bureau was. I 
think that was done by Admiral Fox. 
Mr. Bonner. When did the admiral request you to make it? 
Rear Admiral Royar. I could not answer that. 










FURTHER STATEMENT OF REAR ADM. T. EARLE HIPP, SUPPLY 
CORPS, COMMANDING OFFICER, NAVY SUPPLY CENTER, OAK- 
LAND, CALIF. 


Rear Admiral Hirr. This coffee-roasting plant at Oakland is a 
facility of the center. I think the answer to your question, Mr. Chair- 
man, is that after the interest of this committee in the cost of roast- 
ing coffee, the Munitions Board undertook to compile data desired 
by the committee, and a cost study was made after the request of 
the Munitions Board, which is now a part of the report. An analy- 
sis of the entire coffee-processing situation has been available to 
the committee, and that includes the cost based on figures in 1951. 

Mr. Warp. The point here, Admiral, is ~_ the statement was 
made that it was “more economical” for the Navy to have its own 
roasting plants when we had the hearing at Brookly n, April 30, 1951. 

Rear Admiral Royar. Yes, sir. 

Mr. Warp. We want to know when you were requested out here— 
whoever was in charge—to make this cost report dated July 16, 1951. 
Could we have the telegram or letter or whatever it was requesting 
you to make this so we can see a date on it and what you were requested 
to do? 

Rear Admiral Royar. I would like to ask Lt. R. A. Andersen, 
who is in the office of the cost inspector at San Francisco, to answer 
that question, please, sir. 

Mr. Curtis. Before Lieutenant Andersen answers: 

Lieutenant, would you tell us how long you have been in this par- 
ticular billet, ’for the record? 


STATEMENT OF LT. ROY A. ANDERSEN, OFFICE OF THE COST 
INSPECTOR, SAN FRANCISCO, CALIF. 






















Lieutenant ANpERSEN. I was recalled to active duty with the Navy 
in October of 1950 and was assigned to the office of the supervisory 
cost inspector in March of 1951. 

Mr. Curtis. What was your civilian background, Lieutenant ? 

Lieutenant ANperseNn. I am a certified public accountant of the 
State of California. 

Mr. Chairman, on May 4, 1951, the office of the supervisory cost 
inspector received a memorandum from the Director of the Cost 
Inspection Service, Bureau of Supplies and Accounts, requesting 
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this study, and that is the first time we knew about it, when we were 
directed to make it. 

Mr. Warp. Did they prescribe the format for your report or what 
was to go into 1t? 

Lieutenant ANDERSEN. Yes, sir; they did, in general—not specifi- 
cally. If you wish, I can quote from his letter. 

Mr. Warp. No. Just supply it for the record. 

(The letter referred to follows :) 


DEPARTMENT OF THE NAVY, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington 25, D. C., May 4, 1951. 
From: Chief, Bureau of Supplies and Accounts (Cost Inspection Service). 
To: Supervisory cost inspector, USN, western area. 
Subject: Request for study and analyses of the cost of roasting coffee in the 
Navy coffee roasting plant, Oakland, Calif 
Enclosure: (1) Copy of Memorandum for the Director, Cost Inspection Service, 
00/rh, dated May 4, 1951. 

1. Pursuant to the request in enclosure, it is desired that the supervisory cost 
inspector make a cost study of the operations of the Navy coflee roasting plant 
at Oakland, It will be noted from enclosure that the purpose of the study is 
to develop figures which will be comparable with a similar commercial operation 
and therefore it will be necessary to give consideration to cost items which are 
not normally present in a Government operation. 

2. It is understood that this request has its origin in the work of a congres- 
sional committee, and it is requested that the work be expedited to the extent 
practicable. It is requested that, after the work has been started and is suffi- 
ciently underway to enable the supervisory cost inspector to do so, an estimate 
be submitted of the date when the work will be completed and the report 

nitted 
Ten copies of the report should be submitted to the Cost Inspection Service 
hen this assignment is completed. 
G. A. TayLor, 
(By direction 


DEPARTMENT OF THE NAVY, 
BUREAU OF SUPPLIFS AND ACCOl Ss, 
Washington 25, D. C., May 4, 195 


MEMORANDUM FOR THE DIRECTOR, COST INSPECTION DIVISION 


ect: Request for cost analyses of the production of roasted coffee in the 
Navy coffee roasting plants, NSC, Oakland, and NCD, Brooklyn 
1. Please have cost studies made of the Navy coffee roasting plants at the 
NSC, Oakland, and the NCD, Brooklyn. The studies shall include all elements 
of cost normally applicable in comparable commercial enterprises 
2. Constructive costs, based on average commercial rates, shall be included 
for such elements of cost which are not usually applied in costing Navy pro- 
e operations; i. e., depreciation of capital equipment (buildings and ma- 
), insurance, social security, etc 
reports of the studies shall reflect the cost of each element included 
mining the actual per pound cost of producing each of the several stand- 
inits of issue, packaged ready for shipment from the plant. 
Che data requested are desired for the purpose of comparing the cost to 
Navy of producing packaged roasted coffee with the cost of procuring 
alent quality roasted and packaged coffee from commercial sources, 


C. W. Fox. 


Mr. Curtis. In making that study, was there any comparable data 
available for previous years ¢ 

Lieutenant ANDERSEN. No, sir; there was not. 

Mr. Curtis. This was a new project ? 

Lieutenant ANpERSEN. This is the first one we have made of this 


type. 
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Mr. Bonner. Prior to April 30, 1951, did the Navy make regular 
ost studies of their coffee-roasting operat ions ¢ 

Lieutenant ANDERSEN. I could not answer that. 

Rear Admiral Royar. There were no cost studies made by the cost 
nspector. However, we did keep very close track of our direct costs— 
not the constructive cost. 

Mr. Curtis. When you say “we,” whom do you mean ? 

Rear Admiral Royar. The center here. 

Mr. Curtis. You mean as far as Oakland is concerned ? 

Rear Admiral Royar. That is right. 

Mr. Curtis. Would that be applicable to other areas? 

Rear Admiral Royar. Yes, sir. Brooklyn kept its own records, too. 

Mr. Curtis. That was just your direct cost ¢ 

Rear Admiral Royar. That is right. 

Mr. Curtis. Direct cost would be your green bean ? 

Rear Admiral Royar. And civilian labor and materials that go into 
packing t.. 

Mr. Curtis. But not naval salaries and so forth ? 

Rear Admiral Royar. No, sir. 

Mr. Bonner. Do you know whether the Comptroller for the Depart- 
ment of Defense has asked the Army and Navy to keep identical cost 
data so we can know what the cost is to the two different services ? 

Rear Admiral Royar. I do not know what the Department of 
Defense has done in regard to the Army. Of course, the Navy here 
dloes supply the coffee for the Army and the Air Force and the Marines 
as well as the Navy. 

Mr. Bonner. We note that the studies from the tw: pots are not 
identical. 

Rear Admiral Royar. That may be accounted for by the difference 

handling by the two cost inspectors who conducted the studies. 
They may have had a little different idea 








Y OF COSTING 





NEED FOR UNIFORMIT 








Mr. Bonner. Do you not think that the Navy should have a uniform 
system for making cost studies on identical subjects? 

Rear Admiral Royer. I think we should money identical study 
procedures. You are quite correct. But again this is something ne Ww 
tous. Until a year or so ago we had not conduct ted these studies with 
constructive cost. But it would be very simple, I think, to have a com- 
mon format for all of the studies. 

Mr. Bonner. How does Admiral Fox make this statement on April 
30, 1951, that it is more economical when true costs are not available? 

Rear Admiral Royar. He was comparing, of course, the direct cost 
of packing a ind roasting the coffee against what we probably would 
have to pay for it on the open market and the difference between the 
direct cost of operating. The cost of personnel on the outside is a great 
deal larger than the difference between the cost, which includes the 
constructive cost. 

Mr. Bonner. According to the evidence here, Admiral Fox did not 
know what the cost was at the time he made the statement that it was 
more economical. 


Rear Admiral Royar. He knew what the direct cost was. 
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Mr. Bonner. I am talking about the entire cost. That is what 
we are interested in. 

Rear Admiral Royar. You mean with the constructive cost ? 

Mr. Bonner. Yes, sir. 

Rear Admiral Royar. I am not prepared to say whether he had a 
constructive cost study made at that time or not. 

Mr. Bonner. Do you consider coffee a military-type item ? 

Rear Admiral Royar. To a certain extent, yes, because the furnish- 
ing of good coffee tends a great deal to build a high morale among 

our pe ople i in the field. 

Mr. Bonner. Do you think coffee which the services blend and put 
on the table is superior coffee to that whicli civilians use? 

Rear Admiral Royar. No, sir; I would not say it is superior, but it is 
the same blend all the time. We get the same grade and same quality 
at all times, and it is equal to some of the better coffee that we buy. 
But one of our main objectives is to make that blend the same with 
every cup that is served. 


NEED FOR 6 MONTHS’ SUPPLY OF COFFEE 


Mr. Bonner. Admiral, I take it you are aware that the military use 
of coffee is 125 million pounds per year, which is about 5 percent of 
the national consumption. In view of this fact. do you think it neces- 
sary that the military have a reserve of 6 months’ supply or approxi- 
mately 62 million pounds of green beans? 

Rear Admiral Royar. Well, I do not think we have that much 
backlog now, but it is essential that we keep some reserve stock in 
the green beans. You cannot keep a reserve in the roasted coffee. It 
deteriorates too quickly. So any reserve you do have must be in the 
green beans. Inasmuch as coffee is a foreign product and we depend 
on ships to bring it in—it is a long way from the producing country 
to get it here—we feel around 3 to 4 months’ supply is a very fair 
backlog to ve >. 

Mr. Bonner. Well, has it not been testified that you have a 6 
months’ waely 2 

Rear Admiral Royar. I would like to ask Captain McKenzie here, 
who has charge of that, if he can give you those figures exactly. 


STATEMENT OF CAPT. D. C. McKENZIE, SUPPLY CORPS, UNITED 
STATES NAVY. OFFICER IN CHARGE, GENERAL SUPPLY DEPOT 


Captain McKenzie. I am one of the components of the center under 
whose direct control comes the coffee-roasting plant and the stocks of 
green beans. 

We maintain approximately a 3 to 4 months’ supply on hand, al- 
though at times in the stock status figures you may see a figure that 
represents 6 months, but that is actu: lly 6 months on hand and due. 
We are always, naturally, using coffee, and there is some coming in. 

Mr. Bonner. Do you mean 6 months in storage and 6 months in 
purchase ? 

Captain McKenzie. No, sir. The total might be 6 months. It 
fluctuates, and we might have 3 to 4 months, maybe, actually on hand, 
and the balance may be en route in the form of contracis not yet 
delivered. 
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Mr. Bonner. That is what I mean—6 months in storage and 
months under contract. 
Captain McKenzie. No, sir; a total of 6 months. 


USE OF CIVILIAN STOCKS IN EMERGENCY 


Mr. Bonner. In case of emergency, Admiral, could you not requisi- 
tion your needs from commercial sources ? 

Rear Admiral Royar. We could. Of course, again, there you would 
be getting different blends and different grades of coffee. In the past 
war, during emergencies we have purchased on the outside. 

Mr. Bonner. The reason we ask this question is that in the ap- 
propriation hearings for 1953 it was stated that it was necessary to 
maintain an inventory of approximately 62 million pounds to keep 
an uninterrupted supply to military forces on a world-wide basis. 
That is where we got the figure that it would be a 6 months’ supply. 


NAVY NEEDS FOR STORAGE SPACE 


How much money did the Navy request for public works in the last 
appropriation ? 

Rear Admiral Royar. I do not have that figure, but I can supply it 
for the record. 

(The figure referred to follows :) 


Item.—What was the amount requested by the Bureau of Supplies and Accounts 
under the public-works bill for fiscal year 1953? 

Comment.—Amount requested by the Bureau of Supplies and Accounts under 
public-works bill for fiscal year 1953: 


Submitted to Chief of Naval Operations: 
PON ing enn 
Appropriation 

Passed by Congress: 

NN ia cae chat Nahai cir ina ieee 24, 000, 000 
IN is tir is eintsenietniestce acl al paced ite thea tehaaienindastiy 31, 000, 000 





Mr. Bonner. Was there any request for funds for storage of naval 
equipment ? 
Rear Admiral Royar. Yes, sir. 


EQUIPMENT STORED OUTSIDE THAT SHOULD BE INSIDE 


Mr. Bonner. Does the Navy at the present time store any equipment 
outdoors which should be in covered storage ? 

Rear Admiral Royar. Yes, sir. we have some stored outside that 
should be inside. 

Mr. Bonner. What is the nature of the equipment ? 

Rear Admiral Royar. Well, there are some types of aviation equip- 
ment that are stored outside that should more properly go under cover. 
There are some other types of equipment, and I can give you a list 
of that for the record. 

(The list referred to follows :) 

Item.—Supply a list of equipment throughout the naval supply system now 


stored in open storage which should be placed in covered storage. Indicate the 
zross square feet occupied by such equipment. 
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Comment It is estimated that 3,500,000 gross square feet of space are oc 
pied by materials now stored in the open which should be transferred to covert 
storage Those items are generally in the following categories: 

(a) Plywood, 

(6) Certain items packed in metal drums or pails, such as lubricants, fuels 
paints 

Ordnance items 
(dq) Hardware ites; e. g., garbage cans, galvanized buckets. 
(e) Steel in shapes, bars, plates. 


Mr. Bonner. It is a considerable type of equipment ¢ 

Rear Admiral Royar. Various types; yes, sir. 

Mr. Bonner. I mean the quantity is a considerable quantity ¢ 

Rear Admiral Royar. Fairly large. 

Mr. Bonner. How much space does the Navy use for its coffee opera 
tions in the zone of the interior ? 

Rear Admiral Royar. I will have to get that figure for you, too. 

Mr. Bonner. Does anyone present know that ? 

Rear Admiral Royar. We can give you the figure here for Oak 
land, which is the largest. 


SPACE USED FOR COFFEE OPERATIONS AT OAKLAND 


Mr. Bonner. What is it here, including packaged goods, storage, 
and everything else ? 

Lieutenant ANpreRsEN. At Oakland it is 40,000 square feet in the 
manufacturing building and 40,000 in the green coffee storage build- 
ing. 

Mr. Bonner. Does that include all space necessary to the manufac 
ture of coffee as a finished product ? 

Lieutenant ANperRseN. It includes all the space utilized here ai 
Oakland. 

Mr. Bonner. Do you have any stored away from here that even- 
tually comes in here? 

Lieutenant ANDerseNn. At Stockton. 

Mr. Bonner. How much space is used there ? 

Lieutenant Anprersen. I do not have that figure with me, but | 
can supply it. 

Mr. Bonner. Stockton is the only place where green coffee is stored 
that eventually comes to this plant? 

Lieutenant ANDERSEN. Yes, sir. 

Mr. Bonner. Does green coffee from the Stockton plant go to an) 
other roasting plant? 

Lieutenant ANDERSEN. No, sir. 

Mr. Curtis. I would like to ask a clarifying question. 

When you said 40,000 square feet for the manufacturing area and 
10,000 storage for green coffee, is that the building we have just 
inspected ? 

Lieutenant ANnpEerRsEN. That is right. 

Mr. Curtis. It isthe same building? In other words, 80,000 square 
feet ? 

Lieutenant ANpersEN. No, sir. They are actually two separate 
buildings. One of them is the main concrete building, which is the 
manufacturing area. However, there is stored in there a certain 
amount of roasted coffee. 

Mr. Curtis. And also a lot of green coffee ? 
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Lieutenant ANpERsEN. Not a lot of green coffee. This other build- 
ing is practically contiguous, but it is a differently constructed build 
ing. 

Mr. Curtis. It is the same building as far as that goes; is it not 4 

Lieutenant ANpersEN. No, sir. I do not believe they consider it 
the same building. I might be wrong on that, but I consider it a 
separate building. One is a concrete building with fireproofing, and 
the other is not fireproofed. 

Mr. Curtis. At least, they are adjoining ? 

Lieutenant ANDERSEN. Yes, sir. 

Mr. Curtis. I walked entirely through the two buildings, and I 
saw no distinction. 

Lieutenant ANpERSEN. No, sir. 

Mr. Curtis. Those two adjoining buildings are what you are re- 
ferring to? 

Lieutenant ANDERSEN. Yes, sir. 


VALUE OF SPACE 


Mr. Bonner. How much is the space worth per square foot ? 

Lieutenant ANDERSEN. It depends on which building you are speak 
ing of. Aré you speaking of the main building? 

Mr. Bonner. Both buildings. 

Lieutenant ANpERSEN. The main concrete building was constructed 
at a cost of about $7 or $8 per square foot. 

Mr. Bonner. What year was that? 

Lieutenant ANnpersen. That construction started—— 

Rear Admiral Hier. It was completed in 1940. 

Lieutenant ANDERSEN. I was not sure of the year. 

Mr. Bonner. What would be the square-foot cost today ? 

Lieutenant ANDERSEN. I could not answer that, sir. 

Mr. Bonner. In asking for the information about the space, the 
committee means the general over-all space you use in plants, storage, 
beans, sacks, and so forth. 

Do you have any similar figures or comparative figures for the cost 
to the Army ? 

Lieutenant AnpersEeNn. No, sir; we do not. 


NEED FOR BETTER USE OF VALUABLE SPACE 


Mr. Bonner. Admiral, do you not feel it would be in the Govern- 
ment’s interest to reduce stock levels on civilian items like coffee before 
requesting the taxpayers to spend more money for the construction of 
new warehousing space ? 

Rear Admiral Royar. Not in coffee, Mr. Bonner. You see, as I 
stated before, it is quite a morale factor. 

Mr. Bonner. I mean over-all civilian items, like coffee. You only 
use 5 percent of the importation of coffee. 

Rear Admiral Royar. That is right. We only use 5 percent, but we 
do have a particular blend that we use. 

Mr. Bonner. Is it different from Veterans’ Administration and 
other blends? 
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ARMED SERVICES USE SAME BLEND OF COFFEE 


Rear Admiral Royar. Well, it is the same blend that is used by the 
Army, the Air Force, and the Marine Corps. 

Mr. Bonner. Do we understand that the Army, Air Force, and 
Marine Corps have now gotten down to a common blend of coffee ? 

Rear Admiral Royar. We are down to a common blend. That is 
correct. 

Mr. Bonner. And yet on the map which we have had inserted in 

the record, the Army runs coffee-roasting plants and the Navy runs 
coffee-roasting plants and the Quartermaster of the Marine Corps. 


QUARTERMASTER BUYS GREEN COFFEE BEANS FOR ALL SERVICES 


Rear Admiral Royar. This coffee-roasting plant at Oakland is run 
for the benefit of all the services. The input comes from the Army 
(Quartermaster Corps, who buys the green coffee. It is delivered to 
this plant and processed and, when finished, a price is assessed to it 
and it is redistributed to the four services at the price of the cost of 
processing. 


CROSS-HAULING OF COFFEE 


Mr. Bonner. Now, the installation at Pocatello gets its green cof- 
fee from—no; that is roasted coffee—from Seattle at the Navy supply 
depot, and it comes from Oakland, when the Army has a plant at 
\uburn, Wash., which could supply this plant. 

Rear Admiral Royar. That is correct, I guess. I cannot give you 
the answer to that one. 

Mr. Bonner. Now, here is Corpus Christi, Tex. 

Rear Admiral Royar. There is no reason why the naval roasting 
plant should not 

Mr. Bonner. The Corpus Christi, Tex., station gets its supply 
from Brooklyn, and there is a coffee-roasting plant at San Antonio, 
Tex, and another one at Atlanta, and the coffee comes up all the way 
to Brooklyn and then is shipped back all the way to Texas. 

Rear Admiral Royar. That is right. Most of that green coffee 
either comes in at New York or New Orleans. 

Mr. Bonner. Well, of course, New Orleans would be very close 
to Corpus Christi and Atlanta. 

Rear Admiral Royar. I agree with you 100 percent. 

Mr. Bonner. These are the very reasons that this subcommittee has 
taken up the individual time of Members of Congress to go into these 
things. 

Rear Admiral Royar. Correct. 

Mr. Bonner. We have taken coffee as just one item. There are 
hundreds of items where the services have gone into this commercial 
business, and that is just the reason why we have made a study of this. 

Rear Admiral Royar. That is right. 

Mr. Bonner. These are duplications and overlapping and unneces- 
sary expenditures, freight costs, etc. We ask these questions about 
improvements and you say “Well, it ought to be done.” But it has 
not been done. 

Rear Admiral Royar. Well, it has been done in certain places. For 
example, right here; it has been done right here at this particular 
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plant. To what extent it has been done in the others I am not prepared 
to Say. 

Mr. Bonner. The facts on the Pacific coast do not show it. We have 
just gone over this case out here. You ship to Clearfield when the 
Army has a plant at Denver, a commercial plant. 

(The Navy advised on November 20, 1952, 3 months after this hear- 
ing :)? 

Cross-servicing agreements have been made between the Navy and the Army 
which have eliminated the cross hauling mentioned in the report. As of Sep- 
tember 18, Navy requirements for coffee in the Seattle area are obtained from 
the Army in Seattle. As of October 10, Corpus Christi requirements for coffee 
are being obtained through the Army contract at San Antonio, Tex. As of 
October 16, Navy coffee requirements in Pensacola and Jacksonville, Fla., and 
Charleston, S. C., are coming from the Army’s plant in Atlanta. After Novem- 
ber 7, Navy coffee requirements in Atlanta, New Orleans, and Memphis are 
being obtained from the Army’s plant in Atlanta. On October 28, an agreement 
was reached between the Navy and Army which provides that all Army require- 
ments of coffee north of and including the Richmond depot will be supplied out 
of the Navy roasting plant at Brooklyn, N. Y. 

Rear Admiral Royar. We ship to both the Army and Navy there. 
It is apparently a cheaper operation to get the coffee from here, be- 
cause you have to ship the green coffee to Denver, anyway, and you 
have 15 to 16 percent shrinkage after you roast it. It is undoubtedly 
more economical to ship the roasted coffee from here than it is to ship 
the green coffee to Denver. 

Mr. Bonner. Do you have any cost analysis that will show this? 


PROPER STOCK LEVEL FOR COFFEE 


Rear Admiral Royar. No, sir 

Mr. Bonner. Of course, that is what we want to get down to. If this 
subcommittee is wrong, we want to be shown we are wrong, because 
we have given a good deal of study to these matters before we came 
out into the field. 

Could not the Navy get by with 1, 2, or 3 months’ supply of green 
beans even if they do their own roasting? 

Rear Admiral Royar. Yes, sir. If we had from 3 to 4 months’ 
supply of green beans in stock here, we could get by with it. And 
that is just about what we have in stock right now. 

Mr. Bonner. According to the record we have read, there is a 
discrepancy somewhere. 

Rear Admiral Royar. Captain McKenzie said it was a 6 months’ 
stock on hand. When I say “on hand,” I am referring to what is 
actually in the warehouse. Naturally, there are contracts being made 
for ad litions al shipments which have not been received yet, but actu- 
ally there is about a 314 months’ stock at the present time. 

Mr. Bonner. Now, as to the statement which we referred to from 
the Appropriations Committee eee they were talking about in- 
ventory and not this other on order or otherwise. Is that correct? 

Rear Admiral Royar. The coffee comes in here, as a rule, by ship- 
load, and naturally when a load of coffee comes in it will raise your in- 
ventory a little bit, and it will go down. It will vary. But T think, 
particularly at this time, that we can very well get along with 314 to 4 
months on the floor. There is no reason why we cannot. 


2 


2 See August 18 agreement, p. 443 
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Mr. Bonner. Industry keeps an inventory of several million bags 
of 132 pounds each at all times, which is a3 or 4 months’ supply. That 
is the reason we are making this comparison. 

Rear Admiral Royar. That is correct. I think that is very fair. 

Mr. Bonner. What are your present stocks of green beans here 
and abroad for the Navy? 

Lieutenant ANpeRsEN. The stocks of green beans—I can speak, 
incidentally, only for the center— the stocks of green beans are, as 
previously indicated, on hand 3 to 314 months, which will fluctuate. 

Mr. Bonner. That is at this establishment here 

Lieutenant ANprERsEN. Yes, sir. 

Mr. Bonner. Yet you have additional stocks at Stockton that you 
draw upon. 

Lieutenant ANpERsEN. No, sir. That 3 or 4 months’ supply includes 
Stockton. It is a part of the center. 


NO STOCKS KEPT OF ROASTED COFFEE 


Mr. Bonner. What are your stocks of roasted coffee 

Lieutenant ANprrsEN. We maintain no stocks of roasted coffee other 
than that which may be assembled on the floor preparatory to filling 
an order. 

Mr. Bonner. What is your current issue? 

Lieutenant ANprersen. Current issue will run approximately 7 
million pounds for the last quarter of fiscal year 1952. 


PER CAPITA USE OF COFFEE 


Mr. Bonner. Why does the Navy use 39.09 pounds of coffee per 
annum per person when the Army and Air Force use approximately 
38.57 ¢ 

Rear Admiral Hirer. That I cannot answer. 

Mr. Bonner. Do you have any answer to that, Admiral? 

Rear Admiral Royar. I guess they are heavy coffee drinkers. And, 
of course, a lot of it goes out to ships and, as you well know, having 
been to sea on one of our ships, coffee is on tap day and night, 
practically. 

Mr. Bonner. — at is the percentage of Navy personnel at sea com- 
pared with the Navy pereltiees ashore? Do you have more at sea 
or more ashore ? 

Rear Admiral Royar. I could not tell you that. 

Mr. Bonner. About what is the breakdown of your personnel ? 

Rear Admiral Royar. I know what you mean, but I will have to 
“~ ly that for the record. 

i. Bonner. Is not about 60 percent of the Navy ashore? 

Rear Admiral Royar. It may be. I would have to supply that for 
the record. 

(The breakdown referred to follows :) 

Item.—Indicate the percentage ratio of naval personnel ashore versus naval 
personnel afloat. 

Comment.—The Bureau of Naval Personnel has advised the Bureau of Supplies 
and Accounts that as of 1 July 1952 naval personnel was distributed approxi- 
mately 58 percent afloat and 42 percent ashore. However, the Bureau of Naval 


Personnel pointed out that this distribution will vary between approximately 
54-58 percent afloat and 46—42 percent ashore. 
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Mr. Bonner. This is in the neighborhood of a pound per person 
more, and at 70 cents a pound, that amounts to a considerable sum 
of money. 

Rear Admiral Royar. That is right. 

Mr. Bonner. Has anyone ever investigated the usage of coffee as 
between the services ¢ 

Rear Admiral Royar. Not to my knowledge, Mr. Bonner. 

Mr. Bonner. I ask you, then, why the Navy uses a 70 Santos and 30 
Colombian blend of coffee? 

Rear Admiral Royar. That was a common blend that was decided 
upon by all the services. It is a good coffee, good tasting, and fairly 
reasonable. It is economical to buy. 


MILITARY COFFEE OF HIGHER GRADE THAN SOME AGENCIES 


Mr. Bonner. Several Government agencies use the straight Santos 
No. 4. 
Read Admiral Royar. That is correct. 


VETERANS ADMINISTRATION USES MORE EXPENSIVE BLEND 
THAN MILITARY 


Mr. Bonner. If the military services used such a grade, it would 
save them approximately $8.4 million per annum. I also note that 
the Veterans’ Administration uses a more expensive blend than the 
military. It is a 40 Santos and 60 Colombian. Do you feel they 
could use the military blend at veterans’ hospitals without impairing 
the health of our veterans? 

Rear Admiral Royar. 1 do not think it would impair their health, 
but they may not like the taste of the blend. It certainly would not 
impair their health. 

Mr. Bonner. The reason I ask you that is that they are from the 
military. 

Rear Admiral Royar. Yes, sir. I see no reason why they could 
not use the same blend. 


VETERANS ADMINISTRATION COULD SAVE $60,000 ANNUALLY 


Mr. Bonner. If the Veterans’ Administration were to do this simple 
thing, they would save about $60,000 per year. 


QUALITY CONTROL 


Admiral, do you believe it is possible to get proper quality control 
without roasting your own coffee / 

Rear Admiral Royar. It is possible, but it is much more difficult. 

Mr. Bonner. If it is possible, how would you do it / 

Rear Admiral Royar. You would have to have inspectors. In 
the first place, it would depend upon the type of contractor you had 
and, of course, the better the contractor, the more experienced man, 
the less you would probably have to check the roast. But you would 
have to have an inspector at the roasting plant practic ally all the time 
to insure the same blend or the same type of roast. 

Mr. Bonner. Do you have a qualified bidder list ? 
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Rear Admiral Royar. I do not know. 

Do you, Mac? 

Captain McKenzie. I do not think there has been one compiled 
lately. Undoubtedly for any local procurement in this area, the 
Navy purchasing office in San Francisco should have a bidder list. 

Rear Admiral Royar. The Navy probably would not be as likely 
to have it, because the Army market center would probably do the 
purchasing of the coffee if it were purchased commercially. 


DISTRIBUTION OF COFFEE FROM OAKLAND 


Mr. Bonner. To what points do you distribute coffee ? 

Captain McKenzie. In the case of the Army and the Air Force on 
this coast in the general area south of Oregon, we make direct deliv- 
eries. I have a long lst of them here, if you would like those, by 
specific names. 

Mr. Bonner. You will furnish that for the record; will you? 

Captain McKenzie. Yes, sir; I will furnish that. 


SHIPMENTS OF Domestic Pack COrrFEE TO ARMY INSTALLATIONS 


Deliveries are made to the following: . 
Fort Ord Camp Stoneman 
Presidio of San Francisco Parks Air Force Base 
Hamilton Air Force Base Castle Air Force Base 
‘Travis Air Force Base McClellan Field 
Mather Air Force Base Army Base, Oakland 


Shipments to these activities are ordered by Quartermaster, San Francisco. 


Camp Cooke Camp San Luis Obispo 


Camp Irwin Williams Air Force Base 
Fort MacArthur Kkdwards Air Force Base 
Fort Huachuca George Air Force Base 
Luke Air Force Base March Air Force Base 
Norton Air Force Base Camp Roberts 

Nellis Air Force Base Naujo Ordnance Depot 


Shipments to the above activities are ordered by Quartermaster, Los Angeles. 

All Army export coffee orders are placed with NSC, Oakland, by Utah Quarter- 
master, Ogden, Utah. The Army overseas shipping designator is shown on each 
order. Delivery is usually made to the Oakland Army Base, but on occasion has 
been barged to Stockton for loading. 

Captain McKenzip. In addition, we furnish coffee for the Army 
and Air Force for direct shipment overseas to such places as Korea, 
the Philippines, Guam, Okinawa, and Japan. I might add in connec- 
tion with these Army and Air Force and also Marine Corps ship- 
ments that there is no backhauling of coffee. We receive the order 
from the Army Quartermaster at San Francisco or Quartermaster at 
Los Angeles or, in the case of export, the general depot at Utah. 
They specify the quantity and the point of delivery and the ultimate 
destination. We make up the order and turn it over to the Oakland 
Army base, in the case of the overseas shipments, for direct shipment 
to the ultimate destination or ultimate consumer. In the case of the 
Marine Corps, we handle it the same way. We furnish to Camp 
Pendleton and the Marine Quartermaster here on his order. In the 
case of the Navy, we again receive orders direct, prepare the orders, 
and make direct shipments to the ultimate consumer. We furnish all 
the activities south of Oregon all the way down to San Diego. We also 
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provide to all the naval overseas bases and what we call fleet issue 
loads or fleet resupply loads, which go direct to combatant and other 
forces actually operating on Korea or wherever they might be operat- 
ing. In addition to that, we make direct issues to individual fleet 
vessels along the coast. That is the general distribution picture. 


CROSS-HAULING RIDICULOUS 


Mr. Bonner. Now, Admiral, you have agreed with the subeommittee 
that it is ridiculous for the military services to carry on cross hauling 
and unnecessary servicing. 

Rear Admiral Royar. Yes, sir. 

Mr. Bonner. Now, what kind of coordination do you have in your 
coffee-roasting installations with the Army so as to work out the elim- 
ination of what has been pointed out here today ? 

Rear Admiral Royar. That situation has not existed on this coast 
for some time. 

Mr. Bonner. Yes, Admiral; it is existing today. When did you 
quit this shipping that we have just pointed out on the Pacific coast 

Rear Admiral Royar. Well, I am talking about this area. Do you 
mean up at Seattle—the Seattle area / 

Mr. Bonner. Well, where does Bremerton get its coffee? 

Rear Admiral Royar. They get their coffee from here. 

Mr. Bonner. They could get it more economically from Auburn; 
could they not ? 

Captain McKenzie. They are getting that from the Army up at 
Washington. 

Mr. Bonner. When did you start that? 

Captain McKenzie. I do not know just what the effective date was. 

Rear Admiral Royar. Mr. Nielsen, could you tell us? 


STATEMENT OF J. P. NIELSEN, QUARTERMASTER, COFFEE ROASTER, 
NAVAL SUPPLY CENTER, OAKLAND, CALIF. 


Mr. Nievsen. The Army has a plant out at Seattle, and they get 
their issue up there. ‘hs 

Mr. Curris. Was it within the last year ¢ Was it months or years? 
We are talking about when this was done. 

Mr. Nietsen, The Army has had that plant up there for some time 
at Seattle. 

Mr. Bonner. We are taking into consideration and we are depend- 
ing upon the Munitions Board report of January 1952. In their 
study of this situation, the Munitions Board pointed out the facts 
which we have raised here. As to shipments on the Pacific coast, 
evidently the Munitions Board has not been informed, then. 

Here is another one. This Munitions Board table shows this sta- 
tion in Oregon getting theirs from here via Seattle instead of getting 
it from the Army depot up there. : 


NAVY SHIPS TO SEATTLE WHERE ARMY HAS PLANT 


Rear Admiral Royar. We ship to Seattle for the Navy but nothing 
for the Army. , 

Mr. Bonner. You see, when these questions come up and there are 
conflicts, it confuses the committee, because we are depending on this 
study that was made by the Munitions Board. 
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Rear Admiral Royar. That is correct. 

Mr. Bonner. Admiral, when are you going to initiate with the 
Army a program of working this unnevessary shipping program out 
and eliminating the cost of it : 


NEED FOR AGREEMENT BETWEEN ARMY AND NAVY 


Rear Admiral Royar. You are perfectly right. It should be done. 
At the present time our Provisions Section in the Bureau is having 
a meeting with the Quartermaster Corps to try to work out the elim- 
ination of the cross servicing of coffee. I mean—— 

Mr. Bonner. It is not what we call cross servicing; it is what we 
call unnecessary servicing—more expensive servicing. 

Rear Admiral Royar. What we mean by cross servicing and what 
we want to do is for the Army roasting plant in a certain area to 
take care of those areas in cross servicing to all services. 


COFFEE ONLY ONE OF MANY ITEMS SUBJECT TO WASTEFUL 
CROSS-HAULING 


Mr. Bonner. Now, Admiral Fox said you had a 90-percent dupli- 
cation in general stores items. What are you doing about those in 
addition to coffee‘ There are about 80 or 90 percent of the items 
that need to be put in the same category of local service. 

Rear Admiral Royar. That is correct. 

Mr. Bonner. Where there is a duplication elsewhere ? 

Rear Admiral Royar. Yes, sir. 

Mr. Bonner. What have you recommended, Admiral, on that? 


NEED COMMON ACCOUNTING AND HAULING 


Rear Admiral Royar. The first thing we can do on that—of course, 
before you can get a successful cross servicing in all general items, 
is to get away from the various accounting systems. We have got to 
come down to a common source of accounting. One of the biggest 
Llockades to cross servicing has been the lack of a single accounting 
and a single financing for Army and a single system of financing for 
all the services. 

Mr. Bonner. What has been done or what is being done about that? 

Rear Admiral Royar. It is my understanding that they are going 
to set up in certain cases stock funds for the other services. I think 
the Air Force has already started in on that. The Army is planning 
to do the same. Once they have a stock fund, then there will be very 
little trouble in cross servicing. 

Mr. Bonner. Would you be willing to do it on a broad basis as far 
as the Navy is concerned ? 

Rear Admiral Royar. Well, that is a pretty hard question to answer, 
Mr. Chairman. 


NAVY REPRESENTATIVE FAVORS MORE ECONOMY IN HANDLING 
COMMON ITEMS 


Mr. Bonner. That is, for these common items—the subject we are 
talking about now. 
Rear Admiral Royar. That is right. 
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Mr. Bonner. It brings about economy and efficiency. 

Rear Admiral Royar. Rest assured that I would be willing to do 
anything to bring about economy. That is the thing I would like to 
see clone. 

Mr. Bonner. We have agreed to it on medical items and coffee. 
Now, what about these other items? 

Rear Admiral Royar. If it could be worked out on common items, 
I would go right along with you on that, provided there is economy 
in the process. 

Mr. Bonner. The Air Force has agreed to it. 

Rear Admiral Royar. Yes, sir. 


IMPACT OF NAVY OPERATIONS ON NATIONAL ECONOMY 


Mrs. Harpen. I should like to ask the admiral if, in his opinion, 
the operation of the Navy in the coffee-roasting program contributes 
to the shortage or the present price of coffee. 

Rear Admiral Royar. I do not think so. We use such a small 
amount of coffee that I do not think it contributes at all along that 
line. As the chairman pointed out, our coffee is only a very small 
portion of that used in the United States. 

Mrs. Harpen. Do you think because of the Navy purchasing the 
coffee it has contributed to the price rise? 

Rear Admiral Royar. As I said, the Army Quartermaster Corps 
Marketing Service does all the purchasing of the green coffee, and I 
think that is pretty well spread over the year. So they do not go in 
for any particularly large amount at any one time. 

Mrs. Harpen. Thank you very much. 


RELATIONSHIP OF MILITARY PURCHASES TO MARKET RISES 


Mr. Curtis. I wonder if you would supply us with a graph showing 
the purchasing of the military against the market rises in the past 
4 years. 

Rear Admiral Royar. I shall try to get it for you. 

Mr. Curtis. That would give us what we want. 

Rear Admiral Royar. I will cert: ainly try to get that for you. I 
do not know whether I can get it or not. It would have to come 
primarily from the Quartermaster Market Service, but I think I can 
get it. 

(The information referred to follows :) 


RELATIONSHIP OF MILITARY PURCHASES TO MARKET RISES 


Ttem.—F urnish a graph including two curves covering the period of the last 
4 years as follows: 

1. Army Quartermaster Marketing Service paid for green coffee beans. 

2. Price of green bean on open market for similar period. 
Comment.—See attached. 
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NEED FOR COMMON DEPOTS SHOULD BE STUDIED 


Mr. Bonner. Admiral, do you not think if these common items were 
generally distributed from a common depot, it would save billions 
of dollars in our national defense program? Just common items. I 
am not talking al out technical or special items. 

Rear Admiral Royar. Well. there again it depends upon the loca- 
tion of the depots. Certainly it is worth study. 

Mr. Bonner. You have them located all over the world and all 
over the United States: have vou not ? 

Rear Admiral Royar. Yes, sir. 

Mr. Bonner. There are depots and space being abandoned and new 
space being built. This committee has observed that in its travels. 
There have been great amounts of space and buildings abandoned. 
For instance, in St. Louis, Jefferson Barracks was just walked off 
and abandoned, and in the city of St. Louis the Army Medical Services 
are occupying office building space. This barracks was near to St. 
Louis and could well be used. It is very disappointing to this sub- 
committee to go out and observe those buildings and storage ware- 
houses that had been sold at ridiculous prices to commercial institu- 
tions. The Army Finance Center was moved from St. Louis over to 
Indianapolis when there was ample space in Jefferson Barracks that 
they could have used. We must get down to a more economical and 
practical operation. 

Rear Admiral Royar. I am not familiar with that area at all. 
do not have anything in there. 
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HUNDREDS OF THOUSANDS OF ITEMS COMMON TO BOTH SERVICES 


Mr. Bonner. There are hundreds of thousands of items common to 
both services; are there not ? 

Rear Admiral Royar. I would say so; yes, sir. However, it goes 
beyond actually the warehousing and actu: al distribution. There is a 
hig problem that would have to be worked out in regard to stock 
demands. You would have to coordinate all the demands of the sev- 
eral services to see that you did not overstock or understock and to see 
that you had all the material for the services. 

Mr. Bonner. That is all fine, Admiral, but this has to be done. 

Rear Admiral Royar. That has to be done. That is correct. That 
is the big problem that would have to be studied out. 

Mr. Bonner. Admiral, how much longer do you think this country 
can spend $80,000,000,000 a year ? 

Rear Admiral Royar. That is beyond me. 

Mr. Bonner. That is on top of a $260,000,000,000 debt. 

Rear Admiral Royar. Mr. Chairman, I am with you 100 percent in 
trying to cut down these costs. 

Mr. Bonner. What would you recommend personally? You are in 
a very important position with respect to this subject. 

Rear Admiral Royar. That is right. 

Mr. Bonner. We feel that your counterparts in other branches of 
the services should get together and make some recommendation. It 
is not a pleasant task on the Members of Congress to have to push 
this thing along. But common sense dictates it must be done. Some- 
thing has got to be done. 

Rear Admiral Royar. You are entirely correct. The cost must go 
down. 

Mr. Bonner. Private business corporations are studying their sys- 
tems. They are reducing overhead expense, and we are just wonder- 
ing if that cannot be done in this field—a field which spends a great 
deal of money for the Government. 

Rear Admiral Royar. Of course, there is one danger we must avoid. 
That is the danger of becoming too big so that we are top-heavy with 
too much consolidation. 

Mr. Bonner. I realize that, but we wouldn’t be so big if we had 
proper organization. 

Rear Admiral Royar. For example, General Motors has several dif- 
ferent companies that are entirely separate that do their own sup- 
plying. 

Mr. Bonner. Yes. But the subject we are talking about is scat- 
tered. Even though it has a central point, it is scattered. That is 
the principle the corporations work on, du Pont scatters their pro- 
duction. 

Rear Admiral Royar. That is correct. 

Mr. Bonner. They scatter their distribution, but yet there is a 
central point of control. 

Rear Admiral Royar. They also have decentralized a lot of their 
procurement to these scattered places. 

Mr. Bonner. Yes. But there isa central point of control for it. 

Rear Admiral Royar. Yes, sir; the coordinating point. 

Mr. Bonner. That is what we are talking about here. 
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Mr. Curtis. I want to review some of the things that we have 
covered here as we have gone along. 

You stated that in the event of an emergency you would not be able 
to go to civilian coffee companies because you might get different 
blends and different grades. (See pp. 276-277.) 

Rear Admiral Royar. I would like to correct that if that is what 
I said. 

Mr. Curtis. Well, perhaps I misconstrued your statement, but 
maybe you can answer it now. You said you could go to them, but 
that would be the difficulty in doing it. Am I correct ? 

Rear Admiral Royar. I probably gave you the wrong impression. 
In case of an emergency, we take any kind of coffee we can get. 


QUALITY CONTROL FOR COMMERCIAL COFFEE 


Mr. Curtis. I am wondering why you cannot get the blends and 
the grades you would want from commercial houses. 

Rear Admiral Royar. We probably could. 

Mr. Curtis. Especially if you wrote the specifications. 

Rear Admiral Royar. Yes; and if we wanted to pay for it. 

Mr. Curtis. So that is really a specious argument, it seems to me. 

Rear Admiral Royar. No, sir. I think probably this afternoon you 
will hear from the coffee people themselves. But it has been my ex- 
perience—and it started back in 1927 right here in San Francisco 
before we established a coffee-roasting plant at Mare Island 

Mr. Bonner. What year was that ? 


COMMERCIAL COMPANIES NOT INTERESED IN ROASTING FOR NAVY IN 1927 


Rear Admiral Royar. Around 1927 or 1928. We were having our 
coffee roasted commercially in San Francisco, and I personally went 
to several of the big people like Hills Bros., and Folger, and at that 
time they were not interested in doing our roasting. I think they 
were fully justified in not being interested, because they had their own 
plants to take care of. They had enough processing machinery to 
take care of their processing plants, and they did not feel at that 
time it would pay them to put in additional machinery to take care 
of the services. 

Mr. Curtis. May I interrupt, Admiral? Your main theme would be 
that the commercial enterprises do not want the business. I can under- 
stand maybe at a particular time—say in 1927 or any specific time 
they might not want to expand. But the point is let us not miss the 
important question here. 


DOUBTS THAT COMPANTES WANT GOVERNMENT BUSINESS 


Rear Admiral Royar. I am trying to give you a little background on 
the whole thing. 

Mr. Curtis. The background is not of any help to me unless it deals 
with this specific point. Do you think right now the commercial 
companies do not want the business ¢ 

Rear Admiral Royar. I do not believe they do. 

Mr. Curris. You do not think they want the business now ? 
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Rear Admiral Royar. I do not believe they do. I think we could 
probably get some small processor who would take the business, but 
| do not believe the big companies would particularly want it. 

Mr. Curtis. Well, now, this [indicating a letter] is from the Na- 
tional Coffee Association of the United States in answer to a committee 
inquiry, and this letter is contained in this little bulletin which our 
subcommittee has put out on commercial-type operations in the Fed- 
eral Government. That letter is on page 9, dated August 6, 1952, and 
I quote from our committee print. | Reading :] 

Item No. 4: In our opinion the commercial coffee roasters of the United States 
have suflicient capacity to absorb Government business ; and, even if they did not, 
it would not be difficult to increase this capacity to take care of additional Gov- 
ernment business. 

Of course, they do 95 percent of the coffee business in the country, 
anyway, and only 5 percent is for the military. 

Rear Admiral Royar. That is right. 

Mr. Curtis. Let me ask you, Admiral, on the basis of your remarks, 
has the Navy made a study or asked these commercial houses whether 
they want the business? You say right now you do not think they do. 
On what do you base that opinion ? 

Rear Admiral Royar. I am basing it more or less on the Munitions 
Board study that you have there. I think they have a letter in 
there 

Mr. Curtis. Perhaps this is the letter to which you are referring, 
from the National Coffee Association under date of May 27, 1952, to 
Mr. John C. Barr and a study group of the Munitions Board. 
| Reading :] 

With further reference to my conversation with you today, I find our associa- 
tion has never raised an objection to the processing of coffee by the Army and 
Navy for the use of their personnel. We have felt that the services should not 
increase existing plant capacity to take care of sudden and temporary emer- 
gencies but should fiil requirements of this nature by placing contracts with the 
industry. On the other hand, filling requirements for an established personnel 
through the use of Government roasting plants we feel has worked out very 
satisfactorily for the Government and has caused nv undue loss to private 





industry. 

Is that what you are referring to? 

Rear Admiral Royar. Yes, sir. 

Mr. Curtis. Let me make this comment. The Congress and tax- 
payers are certainly interested in knowing whether or not it costs 
more money to do it through private enterprise. I am satisfied that 
if the issues were presented to private industry they will come up with 
an answer. 

I want to get back again to your comment. Was it based upon any 
study that the Navy has made or simply this letter to the Munitions 
Board ? 


COFFEE-ROASTING BUSINESS HAS NOT COMPLAINED 


Rear Admiral Royar. Let us put it this way: Generally, when peo- 


ple are interested in business, they come to you and they start making 
complaints that you are taking business away from them. So far as 
I know, the coffee-roasting business has never had any complaint about 
our operations.* They have never raised the question or asked to get 





*See statements of Edward Bransten, M. J. B. Co.; also Carlton Carey, Standard 
Brands ; also Peter Folger, J. A. Folger & Co., pp. 457-525. 
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the business. That fact alone would lead me to believe they are not 
particularly interested in it. 

Mr. Curtis. Well, of course, the Armed Forces have been in the 
business for some time. 

Rear Admiral Royar. That is correct. 

Mr. Curtis. Again I say we are interested in its cost, because it 
takes money to operate it. We have got to figure out ways and means 
of saving money. 

Rear Admiral Royar. I would like to put this in the record if I ean, 
Mr. Curtis. 

Mr. Curtis. Yes, sir. 

Rear Admiral Royar. As far as I am personally concerned, I do not 

‘are whether coffee is roasted in a Government plant or in industry’s 
p sian its, so long as we get the most for our dollar and are assured of an 
adequate sup yply. 

Mr. Curtis. That is exactly what we want. 

Rear Admiral Royar. Yes, sir. 

Mr. Bonner. I think the point in this letter of May 27 from the 
National Coffee Association may not have been clearly analyzed. 
This paragraph “We have felt that the services should not increase 
existing capacity to take care of sudden and temporary emergencies” 
is certainly good. I grant that I could be convinced and I could agree 
that probably you should have a plant to be used as a yardstick, an 
efficient plant to be used as a yardstick, but I think their suggestion 
about not expanding your fac ilities to take care of sudden and emer- 
gency conditions is a very good one. They go on to say that the 
additional requirements as a result of such emergencies be handled 
by subcontracts with industry. I think this letter is a very good letter. 

Rear Admiral Royar. I think so, too. 

Mr. Bonner. I think it points out the fact that we have just been 
talking about, and that is that you have a sound, good operation for 
a yardstick to see if you can reach a point where you know what is a 
fair contract price. But, where you get into the over-all question and 
vo ahead over the years in it, you do not know whether you are doing 
business right or not. You do not come in contact with private in- 
dustry, which would in turn serve as a yardstick to your operations. 

Mr. Curtis. Has this plant here been increased in the past year? 

Rear Admiral Royar. Well, I don’t know about the past year. 

Mr. Curtis. Well, recently. 





NAVY PLANT INCREASED IN MAY 1951 


Rear Admiral Royar. In May 1951, I think they put in two burners. 

I mean they completed the plans for which the plant was originally 
designed. 

Mr. Curtis. And at the time there was no cost basis, because I have 
brought that out previously through Lieutenant Andersen—that you 
did not have any cost basis; so you were just putting it in. 

Rear Admiral Royar. As TI said, we had our direct cost. 

Mr. Curtis. But that means nothing. You will admit that, 
Admiral. 
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NAVY COSTS NOT COMPARABLE WITH INDUSTRY COSTS 


Rear Admiral Royar. It means nothing if you are going to compare 
it to industry. 

Mr. Curtis. Why, certainly. That is what we are talking about. 

Rear Admiral Royar. But it means something if you are talking 
about an out-of-pocket expenditure. 

Mr. Curtis. An out-of-pocket expenditure is a value not coupled 
with all the other figures, but certainly you would hardly regard 
that as a basis to go by as to whether it would be cheaper to have 
the Army and Navy buy their coffee from commercial enterprises 
rather than to set up their own competing units. That is what we 
are concerned with. You made the further observation that, if you 
had the commercial companies producing your coffee, roasting it and 
so on, you would have to have inspectors in the various plants. That 
would be no duplication; would it? You have to have inspectors here ; 
do you not ¢ 

Rear Admiral Royar. If you could get one company to take the 
whole capacity, you would have fewer inspectors than if you had to 
divide it among several. That would increase your personnel. 

Mr. Curtis. How many plants do the Army and Navy have alto- 
gether ? 

Rear Admiral Royar. We are operating two, one here at Oakland 
and one at Brooklyn. The Army has one that I know of at Atlanta 
and one up in Washington. (See Oakland Exhibit 3, p. 378 for list of 
military roasting plants.) 

Mr. Curtis. And the Marine Corps is now trying to get one, too; 
isn’t it? Or do they have theirs already ? 

Rear Admiral Royar. I think they have it. 

Mr. Curtis. Admiral, the very fact that the Army and Navy have 
not even taken the trouble to integrate their distribution is an indica- 
tion that they have not even thought of these things. 

Rear Admiral Royar. I think you will find that Lieutenant Ander- 
sen here has an even later study than the Munitions Board on the 
subject. 

Mr. Curtis. I am going to get to that in just a minute if I may. 

Rear Admiral Royar. I think we have some pretty good figures. 

Mr. Currrs. Admiral, commercial coffee companies have inspectors 
for their large customers; do they not ? 

Rear Admiral Royar. I do not know. 

Mr. Curtis. Have you ever made or do you know whether your 
Supply Corps has ever made a study of commercial operations in 
coffee roasting ¢ 

Rear Admiral Roya. They have from time to time on the east coast ; 
yes, sir. 

Mr. Curtis. Around here is there any integration of information ? 

Rear Admiral Royar. Not to my knowledge | right now. Mr. Nielsen 
here, who is the civilian head of the coffee-ro: sting plant, I know is in 
constant touch with people in industry and keeps up with that. 
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SALES TO COMMISSARIES 


Mr. Curtis. Do you distribute to your commissaries ? * 

Rear Admiral Royar. That is right. 

Mr. Curtis. And that is for civilians; is it not? 

Rear Admiral Royar. Those are service personnel only. 

Mr. Currts. I mean the families of service personnel. That is 
what I meant by “civilians.” 

Rear Admiral Royar. Yes, sir. 

Mr. Curris. Do you know what percentage of coffee goes to fam- 
ilies, not only in the zone of interior—but that would be true abroad; 
would it not ? 

Rear Admiral Royar. Oh, ves. 

Mr. Curtis. That goes to families not only here in the States but 
overseas, also ? 

Rear Admiral Royar. Yes, sir. I would like to add to that. Com- 
missaries also handle commercial coffee all brands—and there are a 
certain number of blended coffees. The Navy coffee is only a portion 
of the sales of coffee at the Sesenenias a 

Mr. Curris. That would be a very interesting study if we could 
have the figures on your commissary sales of coffee. 

Rear Admiral Royar. You mean the Navy roast versus the com- 
mercial roast ? 


COFFEE PRICES AT COMMISSARIES 


Mr. Curtis. Yes. Incidentally, what is the price differential be- 
tween the Navy-roasted coffee and the commercially roasted coffee in 
the commissaries?) Do you happen to know offhand what Navy cof- 
fee sells for compared to standard brands in the commissaries where 
= operate them ¢ 

Captain McKenzie. I cannot give you the answer, but I can indi- 
‘ate that probably they will not be comparable, because one shipment 
of coffee that I know of is going overseas for Navy exchange re 
Industry puts it up in 1-pound tins, whereas the coffee produced : 
this plant goes overseas in 20-pound tins. 

Mr. Curris. Do you have commissaries here, though ¢ 

Captain McKenzie. With reference to your local commissaries, 
your Navy coffee comes in 2-pound bags, whereas your commercial 
coffee, I believe from what I have observed, is packed in cans, and 
you would have to consider the cost of your can versus packing and 
vacuum packing. 

Rear Admiral Royar. We can get you some figures on that. 

Mr. Curtis. That would be very good. We would all benefit if we 
had some figures on that, and if they can be supplied for the record 
it will be fine. 

(The information referred to follows :) 

Item.—Supply the following information with respect to Navy commissary 
sales of coffee : 

(a) Volume of sales of Navy roasted coffee versus total sales of commercial 
brands for the same period. 

(b) Sales price of Navy roasted coffee versus average sales price of com- 
mercial brand. 

Comment.—Sales of Navy roasted coffee versus commercial brand coffee during 
the months of June and July 1952, were 4 to 1. The average selling price was 


* See testimony on pp. 457-525 on commissary sales. 








n 


e 


lOO lS 





a 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 295 


$0.70 for Navy roasted coffee and $0.84 for commercial brand coffee. This infor- 
mation is based on actual sales from 11 selected stores. Stores selected were 
located both inside and outside the continental United States with representa- 
tive sales volumes. 

For the 11 stores sampled, the actual sales during this period were Navy 
roasted coffee, 125,510 pounds, and commercial brand coffee, 32,316 pounds. The 
total dollar sales volume for all commissary stores during this period was $6,926,- 
000. The total dollar sales volume for the 11 stores sampled was $3,117,000, or 45 
percent of the total. Based on this, it is estimated that a total of 278,911 pounds 
of Navy roasted coffee and 71,812 pounds of commercial brand coffee was sold 
during the months of June and Juy 1952. ' 

Mr. Bonner. I understand the point you are driving at. In the 
local commissaries you sell both Navy coffee and commercial coffee. 


Rear Admiral Royar. That is right. 
COM MISSARY SALES BASED ON DEMAND-——NOT SURPLUS CAPACITY 


Mr. Bonner. And the question it, What is the difference in the price 
per pound ? 

Rear Admiral Royar. That is right. 

Mr. Curris. I think the consumption figures would be good, too. 
Do you happen to know, Admiral, are you limited in the amount you 
send to the commissaries? In other words, what the services do not 
get you send to the commissaries, or do they have a quota? 

Rear Admiral Royar. That is based upon consumer demand. 

Mr. Curtis. It is consumer demand ? 

Rear Admiral Royar. Yes, sir. 

Mr. Curtis. In other words, your present capacity will take care 
of that? 

Rear Admiral Rorar. Oh, yes. 

Mr. Curtis. Yet, I noted in your study here—in fact, you told me— 
that you were only operating right now on a single-shift basis. 

Rear Admiral Royar. That is right. 

Mr. Curtis. And you were just recently on a night-shift basis. 

Rear Admiral Royar. That is right. 

Mr. Curtis. Now, what would bring about such a fluctuation ? 

Captain McKenzie. I think I can answer that. We might be wark- 
ing on a large order for either Navy or Army or Air Force or Marine 
Corps with an indicated delivery date by which they want that coffee. 
At the same time we might receive another very large order for 
either the same or an earlier delivery date which would warrant 
shifting to a two-shift opieeiden in order to produce that quantity 
within the time that the customer, shall we say, ordered it. 

Mr. Curtis. Now, Captain, here is something I would like to get, 
and I think maybe you can supply it for us. We would like to have 
little chart showing the inventory as of a certain date—and we might 
as well take this date as well as any date or any date you select— -and 
that should show the inventory of green coffee on the floor here, the 
amount in the pipeline coming from Stockton, which is your only 
supply point, as I understand it. I understand that is shipped by 
barge to Stockton, and from Stockton to here it also goes by barge. 

Captain McKenzre. From Stockton to here. 

Mr. Curtis. You would have quite a bit in that pipeline, I imagine, 
under that type of shipment; would you not? 

Captain McKenzie. It is such a comparatively short haul it is 
very hard to say how much would be in that pipeline. Maybe it is 
only 1 or 2 days from the time it is loaded. 








296 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


Mr. Curtis. And then the amount at Stockton and then, of course, 
you have the pipeline to Stockton, which, I guess, is directly from 
your boats—import boats—or does it come directly up here to San 
Francisco ¢ 

Captain McKenzie. Practically, as far as our records show here, 
all of the green bean is—well, to take it back a step, the Army Quarter- 
master makes the contract for the green bean for all of the milits ary 
requirements, of which a certain portion is for here. Those contracts 
are made through the local commercial importing firms. 

Mr. Curtis. I appreciate that. 

Captain McKenzie. Practically all our coffee comes intg the port of 
San Francisco by water from South America, and it is graded by the 
national coffee representative or inspector. 

Mr. Curtis. Yes; I recall that. 

Captain McKenzie. Then the ships that are docked at San Fran- 
cisco are unloaded, and the warehouse here is filled up first and the 
balance goes by barge up to Stockton. However, wherever possible, 
where we can make the arrangements, we try to arrange for a dock 
unloading at Stockton of the green beans that we want at Stockton. 

Mr. Curtis. The Navy allocation is determined at the time of the 
contract: is that correct / 

Captain McKenzir. Roughly speaking; yes, sir. 

Mr. Curtis. In other words, the Army, who does your procuring, 
knows how much you want, and any time a contract is entered into, 
your portion is set aside at that time? 

Captain McKenzir. Yes, sir. 

Mr. Curtis. I would also like to have in this computation how much 
is under contract aside from that which is in the pipeline from South 
= ‘rica or wherever it might be coming from to Stockton, 

Captain McKenzie. You mean the quantity due on the contract 
and not yet received ? 

Mr. Curtis. That is correct—and not yet shipped, for that matter 
In other words, what I am trying to get is the over-all picture of your 
pipeline with a breakdown in the various items so we can see whether 
it is a 3 or 4 months’ supply that you have on reserve. I would like 
to see how it is broken down in your pipeline. 

Captain McKenzie. I would like to clarify, if I could, the 3 to 4 
monthson hand. That is sort of an average figure. 

Mr. Curtis. | appreciate that it would have to be an average figure. 

Captain McKenzie. As an example, right now our stocks are rela- 
tively low, although there is a big delivery of green bean due in next 
October, at which time our actual on hand will shoot up substanti: lly 
over what it is now. 


CoFFzE ROASTING PLANT, NAVAL SUPPLY CENTER, OAKLAND, CALIF. 
Report on inventory of green coffee beans on August 25, 1952 
1. Inventory status of coffee, green bean, at NSC, Oakland, as of August 25, 


1952: 
Pounds 


NSC, Oakland ‘ ---. 1,067, 568 
En route between Stockton annex and NSC, Oakland. ________- None 
Stockton annex : * .. 6, 395, 808 


Total on hand i - 3 és 7, 463, 361 
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sased on an average monthly requirement of 2,961,000 pounds, the above total 
quantity on hand represents a 2.5 months’ supply. 

2. Coffee, green bean, due for delivery to NSC, Oakland, under purchase con- 
tracts, presumably not yet shipped from South America, as of August 25, 1952: 
Due for delivery in October 1952: 4,153,000 pounds. 

The above due for delivery figure covers all contracts on hand. 

Based on an average monthly requirement of 2,961,000 pounds, the above figure 
represents a 1.4 months’ supply due under contract, not yet delivered. 

Mr. Curtis. I would like to ask a general question. As I understand 
it, green coffee can be stored for 8 or 10 years without deterioration. 

Mr. Nrevsen. Yes, sir. 

Captain McKenzir. Earlier this morning the question was asked 
as to how much square footage was occupied at Stockton. There are 
at present 10,000 square feet occupied at Stockton. However, this 
amount is low since our stocks at that point are low. The square 
footage utilized will increase to as much as 120,000 square feet when a 
large shipment is received. This shipment is due to arrive next 
October. After receipt of the new stock, the square footage utilized 
will decrease with the demand for roasted coffee, working down to 
about 10,000 to 20,000 square feet prior to a subsequent scheduled 
delivery of green bean. 

Mr. Curtis. Actually, in the coffee industry there are those storages 
available in the coffee-growing countries, and if that is so, I do not 
quite understand this reserve figure which has taken up so much 
warehouse space in this country and why you have to have such a 
pipeline. 

Captain McKenzir. I can give a partial answer to that. The nor- 
mal requirement formula which is used—— 

Mr. Curtis. And by that you mean the requirements formula for 
all things; is that correct ¢ 

Captain McKenzie. Basically it is the same. You take into con- 
sideration your future demand based on the best experience you have. 
You predict your on-hand by (1) how often you are getting ship- 
ments in and (2) your final objective of getting in your new stocks 
before you run out of your stocks on hand. 

Mr. Curtis. That is correct. 

Captain McKenztr. I mean that is the normal thing. 

Mr. Curtis. That is your industrial operation. Now, you have 
put in there another factor, which is the military reserve factor. 

Captain McKenzie. We have put in there a factor which we call 
the safety factor, which you have to have in order to take care of 
interruptions in the pipeline. 

Mr. Curtis. That would be from a military standpoint, an interrup- 
tion on that basis. 

Captain McKenzie. Yes, sir. In other words, some of your ships 
might not get through. 

Mr. Curtis. I might comment that the military problem of the 
Caribbean and South America is actually in our zone of defense, and 
certainly we would not anticipate any interruption there to speak of. 
One of the things this subcommittee has found, for example, is that a 
vear after the end of World War II in Europe there were more goods 
and materials in the pipeline than the entire amount used for a 5-year 
period of fighting on land. Now, of course, you may need some reserve, 


and you do have to have a pipeline. On the other hand, if you have 





5 See pp. 407, 470 for further comments on this point 
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such a vast quantity of material in that pipeline and the pipeline itself 
isa cushion and you find another cushion in your reserve, and if you go 
and examine the system to find a further cushion, you end up with 
this tremendously costly project. For example, Admiral, I might 

isk you this qi testion : What is the total inventory we now have in 
= plies and accounts? It is in the billions; is it not? 

Rear Admiral Royar. It is a little over a billion. 

Mr. Curtis. That is what I meant. 

Rear Admiral Royar. That is right—of all matériel. 

Captain McKenzie. Could I just clarify a further point here on 
this pipeline safety factor? In broad terms, naturally your safety 
factor in war is going to be greater than it would be in peacetime. 
In peacetime we might be faced, at least potentially, with interrup- 
tions in the pipeline due to shipping troubles or maybe strikes in 
eit v9 loading or unloading the shins. 

Curtis. But, Captain, your reserve which you have set up has 
~ vies n geared on that basis, as I understand the problem. 

Captain McKenzie. There is a slight safety allowance to allow for 
these things. Of course, it is very hard for anyone to say whether it 
should be 10 days, a month, or 2 months. 

Mr. Curris. Well, of course, you have to use your intelligence and 
do the best you can, and whatever figure you actually arrive at is going 
to be questioned. We appreciate that fact, but we have to go into 
that problem and solve it the best we can from time to time and on 
the basis of good judgment. I appreciate the fact that you can be 
wrong on these things. 

Now, I wanted to clarify a question with Lieutenant Andersen. 

In connection with this report or cost study of operations for the 
period of March 27 to June 26, 1952, on the coffee roasting plant, 
Navy Supply Center, Oakland, Calif., which is dated August 20, 1952, 
and signed by G. A. Taylor, commander, Supply Corps, United States 
Navy, supervisory cost inspector, are you connected with Commander 
Taylor? 

Lieutenant ANpERsEN. That is right. I am on his staff. He is my 
immediate superior. 

Mr. Curtis. He is your immediate superior ? 

Lieutenant ANpersEN. Yes, sir. 

Mr. Curtis. And did you work on this particular project? 

Lieutenant ANDERSEN. Yes, sir; I did. 

Mr. Curtis. You probably are also familiar with the report or cost 
study of coffee roasting ~~: Naval Supply Center, Oakland, Calif., 
for the period January 1 to April 30, 1951, which was made by W.H. 
Howell. 

Lieutenant ANpersen. Yes, sir. He was a supervisory cost 
inspector. 

Mr. Curtis. And when did Commander Taylor take over? 

Lieutenant ANDERSEN. I believe it was in November. I am not sure 
of the exact date. but I think it was November 1951. 

Mr. Curtis. November 1951? 

Lieutenant ANnpeErsEN. Yes, sir; I think that is correct. 


DIFFERENCES IN COST REPORTS 


Mr. Curtis. Now, the reports follow different procedures. The new 
one does not use the same method of reporting that your original one 
does. 
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Lieutenant ANpersEN. Well, I do not think there is much difference 
on that. We presented it in a little different manner. 

Mr. Curtis. That is what I mean. It is difficult to compare some 
of the figures, and one figure particularly that is missing is what they 
had as exhibit F, which was a comparative statement of packaged 
coffee cost and issue price. 

Lieutenant ANpersEN. Right. We did not include that. 

Mr. Curtis. Can you include it! After all, that is one of the basic 
things we are after. 

Lieutenant ANpersEN. That is comparative issue price. I think 
Captain McKenzie has it. 

Captain McKenzie. I can give the issue price currently used when 
we issue the three basic types of coffee. I could give you that right 
now if you would like to have it. 

Mr. Curtis. Yes. I would like to have it supplied in the record. I 
might be able to follow it in the previous report. If you could make 
a chart similar to this chart F and supply it to the subeommittee—chart 
F compares a statement of coffee cost and issue price which was in- 
cluded in this first study—it would be quite helpful. 

(The information referred to follows :) 


COFFEE ROASTING PLANT, NAVAL Supplty CENTER, OAKLAND, CAL REPORT ON 
a 


Cost Strupy oF OPpeRATIONS FoR PERIOD MARCH 27, 1952, To JUNE 26, 1952, 
INCLUSIVE-—SUPPLEMENTARY Data TO Report Datep Avueust 20, 1952 


COMMENTS 


1. The schedules contained herein are submitted as supplementary information 
to that contained in the “Report on Cost Study of Operations for Period March 
27, 1952, to June 26, 1952, inclusive” issued by the supervisory cost inspector, 
western area, under date of August 20, 1952. 

» The references to exhibits, etc., in the attached schedules are to those 
contained in the above-mentioned report. 

G. A. TAYLor, 
Commander (SC), USN, Supervisory Cost Inspector, Western Area. 


ScHEDULE 1.—Comparative statement of packaged coffee costs and issue prices 


Costs per 100 pounds as determined 
by supervisory cost inspector for | Naval Supply Center, Oakland, Calif 
period Mar. 27, 1952, to June 26, issue price per 100 pounds 7 

1952, inclusive, per exhibit B | 


Costs paya-| 


ble from | 

current | Construc- ‘ 

naval tive costs | Total Period Price 1 
appro- | | 


. | | 
priation 


| eer 27 yams May 14, 1952 $40. 50 

agged coffee, whole be: 65. 373 0. 3772 a ooo OU. o 
Bagged coffee, whole bean $ 1 $0.3 Aug. 13.1952 65. 80 
Bagged coffee, ground. -- 65. 3996 3903 May 14, 1952 60. 50 
Aug. 13, 1952 65. 50 
Tinned coffee, ground, 67. 0891 4441 Mayl 14, 1952 62. 50 
Navy. Aug. 13, 1952 67. 50 

Tinned coffee, ground, 7 

Army... 67. 8925 4526 2-Ma y 14, 1952 Oo. OY 
- 2-Aug. 13, 1952 68. 50 





1 The issue prices of roasted coffee are periodi sally adjusted by the Naval Supply Center, Oakland, 
according to cost data reflected on NavSandA Form 279. As at July 31, 1952, the above-mentioned report 


reflected a net overabsorption of costs of approximately $4,500 
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SCHEDULE 2 
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Provision for depreciation of buildings for period Mar. 


June 26, 1952, inclusive 


Buildi Floor area Cost 
Square feet 
Concrete building 244,661 $290, 406. 44 
W ood frame warehouse 40, 000 120, 000. 00 
lotal (exhibit D, schedule 1 
Allocat cost 
Greet fTee edul 
} pt ns a bit D hedule 4 
Pack d roa bit D, schedule 6 
( ul and 
B ex 
rin nd ie If 
Ba : percel 1 ed 
q fT ware u 
} t nd yu 
Pack ed roasted T hou 
( nd astir 
I 
I nd « 
4 j t ‘ a} Bureau of Inter I 
and \ intants Handt k, 2d ed 
I rete buildir 
} yy 
fl 


SUPPLY MANAGEMENT 


Annual de- 
preciation 


rate ! preciation 


> 5 $7, 260. 16 
92 67 , 204.00 


Concrete 


building | Warehouse 

$680. 85 

$53 + 120.15 
724. 38 
414.7 
J sy 
10. 53 
99. 46 

1, 815.0 ROL. 00 

5. 00 

0 9 1 ) 
19] 
22.8 
1.05 
Ss 
48 

On 0, 1 


ue Bulletin F, publ 


Annual de- 


27, 1952, to 


Deprecia 
tion, 3 
months 


$1, 815.03 
801. 00 


2, 616. 03 


Total 


650. 69 


nw 
x 


~1 


¥¥. 46 


40. 000 
}, S86 


14. 661 
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SCHEDULI Provision for property tares on buildings and land for period 
Mar. 27, 1952, to June 26, 1952, inclusive 


Com- Annual 

puted | tax at Tax, 3 
assessed | $1.39 per | months 
value $100 ! 


ssessment rate 


707,300 cubic feet nts per cubic foot $113, 168 
52,900 square feet nts per square foot 10, 580 


123, 748 |$9, 144.98 |$2, 266, 25 
Wood frame warehouse 40,000 square feet nts per square foot 28, 000 
Land 52,900 square feet nts per square foot 580 | 2,851.06 | 712.77 


Potal 38, 580 


Tota exhibit D, 2, 999. 02 
schedule 1 


Concrete) Ware- 
build- house 
ing 1 and 


land» land 


Allocation to cost centers 
Green coffee warehousing (exhibit D, schedule 3) $605, 85 $605, 85 
Empty tins and cartons warehousing (exhibit D, schedule 4) 106. 92 775. 19 
Packaged roasted coffee warehousing (exhibit D, schedule 6 12, 44 
Cleaning and roasting (exhibit D, schedule 7 5 522. 41 
Grinding (exhibit D, schedule 8 ; 14 
B ing (exhibit D, schedule 9 3. 26 13 

and cartoning (exhibit D, schedule 1 | 5 125. 29 


26 


712. 77 2, 999, 02 


[he assessor's office, county of Alameda, Calif., without inspection of the physical plant, furnished 
information relative to determination of assessed valuations of real properties. The county of Alameda 
and city of Oakland, Calif., combined tax rate for the fiscal year ended June 30, 1952, of $7.39 per $190 of 
computed assessed value was used to determine property taxes applicable to the 3-month period under 
stud 


location is the same as that used in allocation of depreciation of buildings (see schedule 2 


Provision for property taxes on machinery and equipment by cost 
ecutcr for period Mar. 27 to June 26, 1952, inclusive 


Ta ‘ 1onths 
Computed | Annual tax Pax, 3 month 
it $7.39 


per 91W Amount Exhibit reference 


warehousing BS, 400. 00 $90. 32 4. &: Exhibit D, schedule 3 


and carton ware , 800. 00 Exhibit D, schedule 


isted coffee war 3, 710. 00 983 } 36. Exhibit D, schedule 


id roasting 2, 274. 04 24, 634 l Exhibit D, schedule 
577. 00 3, 935 Exhibit D, schedule 

5. 00 392 7 Exhibit D, schedule 

and cartoning 9, 895. 00 803 Exhibit D, schedule 


172, 381. 04 34, 859 2,5 ) 2 exhibit D, schedule 1 


issessor’s Office, county of Alameda, Calif., without inspection of the physical plant, furnished a 

1 for the determination of assessed valuations of machinery and equipment, which formula was 

d to the individual items within each cost center. The county of Alameda and city of Oakland, Calif., 

ned tax rate for the fiscal year ended June 30, 1952, of $7.39 per $100 of computed assessed value was 
) determine property taxes applicable to the 3-month period under study 
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SCHEDULE 6.—Provision for property tares on inventories for period Mar. 27 to 
June 26, 1952, inelusive 


Cost 
value on 
hand at 
assess 

ment 

date 


Assessed 
value at 
3344 per- | 
cent of | 


cos: 3? 


Annual 


Inventory item ! 
3 tax 


Amount 





———— wo joommnes — a on 


Empty tins and cartons_. ; $35, 898. 62'$11, 965.00) $884, 21 $221. 05 
Empty bags----. ' 21, 039.02} 7,012.00 518. 19 129. 5 
| . Sabine 
Total... eakoweu ‘ 56, 937. 64| 18,977.00} 1, 402. 40 350. 60} Exhibit D 
| | 
! No tax applies to inventories of green coffee by virtue of its being an imported item stored in the same 
bags in which it was shipped by the exporter. No tax was applied to inventories of packaged roasted coffee 
since, to make the cost study of operations comparabk to those of a commercial co processing firm, it 
was assumed that a commercial firm supplying the Government with roasted coffee would prudently 
arrange to have negligible inventories of such roasted coffee on hand at tax assessment date in order to 
minimize the tax. Had a provision for tax on the inventory of roasted coffee been included, an increase in 
cost of approximately $0.06 per 100 pounds of packaged roasted coffee would be reflected 
2 The assessor's office, county of Alameda, Calif., stated that the assessed value of inventories would be 
14 of actual cost. ‘The county of Alameda and city of Oakland, Calif., combined tax rate for the fiscal year 
ended June 30, 1952, of $7.39 per $100 of computed assessed value was used to determine property{taxes 
applicable to the 3-month period under study. 
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Incidentally, is that the price that is used to determine the price at 
the commissary ? 

Lieutenant Anprrsen. I do not know in detail just how they deter- 
mine the price at the commissary, but the price we will give you will 
be the price that they are in effect billed by the center. They may add 
on a certain percentage. 


DETERMINATION OF COMMISSARY PRICES 


Mr. Curtis. Captain McKenzie, who determines for the commis- 
sary the price, and how is the price arrived at ? 

Captain McKenzir. In the case of Navy exchanges, that is under 
the over-all control of the Navy Ship Stores Office in Brooklyn. 

Mr. Curtis. Are you called upon to supply figures to anyone in 
order to reach the price that is used in the commissary in arriving at 
-" commissary figure or sale price ? 

Captain Mc Kea nziz. To my knowledge, I do not think we furnish 
cost or issue price figures. 

Mr. C urtIs. Do you furnish them any data that goes to make up the 
pr ice? 

Rear Admiral Royar. I think I can clarify that, Mr. Curtis. When 
the coffee goes to the commissary, it is invoiced on a money price in- 
voice, and the commissaries add enough on to take care of their share 
of the overhead. 

Mr. Curtis. Yes, sir. But where is that original price of the invoice 
figured ¢ 

Rear Admiral Royar. That is prepared right here at the center. 

Mr. Curtis. Who prepares it? That is what I am getting at. Who 
prepares that? 

Captain McKenzie. Are you talking about the issue price? The 
price shown on the issue invoices? 

Mr. Curtis. If that is a factor on your c ommissary price. 

Captain McKenzie. That is arrived at here. It is based on a con- 
tinuing monthly study of the actual cost against appropriations. 


DIRECT COSTS USED IN PRICING TO COMMISSARIES 


Mr. Curtis. That is your direct cost that you were talking about ? 

Rear Admiral Royar. Direct cost. That is out-of-pocket cost. 

Mr. Curtis. In view of the fact that the new study has been made, 
do you suppose you will have that method of computing your invoice 
price to the commissary ¢ 

Lieutenant Anpersen. The only difference or change in this new 
study is this: The cost inspector has included, let us say, imaginary 
costs in our figures that are comparable to industry to try to bring 
our operation on a level with industry. The cost of depreciation, of 
insurance, social security, which are not out-of-pocket costs them- 
selves at all and therefore do not go against the appropriation. 

Mr. Curtis. Yes, sir. But depreciation of machinery certainly does, 
because you all are going to be before Congress to get money to buy 
new machinery. 

Lieutenant ANpErseN. That is right; but we have a different part 
of the appropriation that pays for that, though. 
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Mr. Curtis. It comes from the same source, lieutenant—the Treas- 
ury of the United States. Now, why would you not, in view of the 
fact that a study has now been made which includes some of these 
very real costs—why should not those costs be included with this 
operation here ? 

Rear Admiral Royar. Because they are not directly chargeable 
against that appropriation. 

Mr. Curtis. In other words, vou are just going to stick with your 
accounting system / 

Rear Admiral Royar. No, sir. It is the way Congress allots us the 
money in the ¢ appropri: ition. 

Mr. Curtis. I appreciate that, sir. We allot the money that way. 
But on the other hand, we are talking about expenditures here and the 
fact that the money comes back in, which it does, and you could get 
additional money back in; could you not ? 


DEPRECIATION NOT RECOVERABLE 


Rear Admiral Royar. No; not that way—not by charging deprecia- 
tion to the cost of the coffee. 

Mr. Curtis. Why could you not if you placed that additional factor 
in your coffee price at the commissary? Why is not that the way 
to do it? 

Rear Admiral Royar. I am not arguing that that is not the right 
way to do it, but the appropriation as it is set up now is such that we 
cannot do it that way. 

Mr. Curtis. We are talking about expenditures now. 

Rear Admiral Royar. That is right. 

Mr. Bonner. Do you mean there is something in the appropriation 
act that prohibits you from putting in the cost of depreciation ? 

Rear Admiral Royar. In the appropriation act we only make 
direct charges against the appropriation. Depreciation is an indirect 
charge, and that is handled in a special appropriation where we go 
up to Congress and ask for money for new machinery. 

Mr. Curtis. Admiral, I appreciate that, but here is what I am 
getting at. Suppose you turned this additional money over to them— 
all the money you do get for the sale of coffee—or do you turn it back 
into the general fund? 

Rear Admiral Royar. That goes back to the stock fund. 

Mr. Curtis. Yes. And this additional money would go back to the 
stock, and therefore you would require less money on this particular 
appropriation as you go along, and actually the money would be 
saved. So, when you come before Congress for new machinery ap- 
propriations, it would be perfectly correct. In the meantime, we have 
saved on an appropriation at this level. So I think you could do it if 
you want to do it. Tagree with you that it has not been done. 


ECONOMY ACT PROCEDURE 


Mr. Warp. Admiral, I am positive that under section 601 of the 
Economy Act and the interpretation of that by the Comptroller Gen- 
eral when you furnish a service to another agency or with your own 
agency, you can charge depreciation on the equipment that is involved 
under that formula. There are numerous decisions that permit that. 
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Mr. Curtis. Mr. Chairman, I think that should be looked into, be- 
cause this is not just on coffee. as you know. 

Rear Admiral Royar. That is right. 

Mr. Curtis. This committee is using coffee merely as an example 
so we can follow this one item and get a picture of how other items 
would be connected into this thing. 

Mr. Bonner. What percentage do you add to goods in commissaries 
for overhead cost or mark up ¢ 

Rear Admiral Royar. That depends upon the individual commis- 
sary. Just enough is added to take care of their cost. 

Mr. Bonner. What is the figure? It is certainly bound to be a flat 
figure. That is the only way business can operate. 

Rear Admiral Royar. That is right. 

Mr. Bonner. Is there an overhead cost figure that they add to the 
cost. of operation and rendering service ¢ Is it not just a common 


firure ? 
MARK-UP ABOUT 15 PERCENT AT COMMISSARIES 


Rear Admiral Royar. It is about 15 percent. 

Mr. Bonner. A 15 percent mark-up on all goods that go into the 
commissaries / 
Rear Admiral Royar. Yes, sir: but it will vary. 
Mr. Bonner. It will vary in what range, Admiral / 
Rear Admiral Royar. I would say that 15 percent is about the level. 
Mr. Bonner. Can you operate a commissary on a 15 percent mark- 
/ 
Rear Admiral Royar. I think so. 

Mr. Bonner. Well, it is not a case of thinking, Admiral; it is a case 
of knowing. 

Rear Admiral Royar. I would like to give you the exact figures for 
the record. 

(The information referred to follows :) 


} 
Wh 


Supply the formula used and the factors included in determining the 
tage markup to be used on stock sold at Navy commissary stores. 

nt.—There is no standard formula used to determine the percentage 

groceries sold in Navy commissary stores. Commissary stores are 

“] to generate sufficient profits to support all costs of operation, for replace- 

t of worn-out equipment, and for procurement of additional equipment. 

h store is required to generate sufficient profits in excess of the cost of 
operation to maintain a limited unobligated profit fund. The limit to be re- 
tained as unobligated profits is based on the sales volume of each store. All 
unobligated profits generated in excess of this limit must be turned in to the 
commissary store reserve fund. This fund is used to absorb unusually large 
losses incurred by individual stores and to procure equipment for newly estab- 
lished stores, 

During the fiscal year 1952 new equipment installed in commissary stores cost 
$750,934 All other operating expenses cost $936,548. Total commissary store 
sales over the same period were $39,360,150. The cost of operation, including 
cost of new equipment, during the period averaged approximately 4 percent of 
total sales, This represents the typical Navy commissary store markup. 

As a general practice, selling prices in the meat department are established at a 
break-even level. The markup in the remainder of the departments is generally 
established at a level to produce sufficient profit to support the cost of operation 
and procurement of new equipment. The meat department accounts for approxi- 
mately 25 percent of total sales. An officer in charge of a commissary store 
with a sales volume of $100,000 monthly and operating on this principle would 
know that he must generate approximately $4,000 profit from $75,000 sales, or 
that all merchandise sold in the grocery, household, and produce departments 
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must be marked up approximately 6 percent. The pricing policy of commercial 
stores which sell volume staple items such as canned milk, baby food, soap pow- 
der, etc., at cost or with just a slight markup and sell household supplies, spices, 
and other slower moving items with a heavier markup is frequently followed. 
Normally the profit obtained from merchandise marked up more than 6 percent 
makes up for profit lost on items marked up less than 6 percent. 

Two other systems are sometimes used to mark up items sold in the grocery, 
household, and produce departments. One consists of a 5-percent markup on all 
items costing 50 cents or less and a 10-percent markup on all items costing more 
than 50 cents. The other is to establish a markup of one full cent on items 
costing 20 cents or less and a full cent increase for items in each 20-cent segment, 
i. e., two full cents on items costing 40 cents or less, etc. 

Mr. Bonner. That should include all the salaries and lands and 
buildings and the deterioration and everything else that anyone else 
would have to pay to operate that commissary. 

Rear Admiral] Roy AR. Again, I would like Lo vive you those 
for the record. 

Mr. Curtis. I have some questions that I am going to direct to 
Lieutenant Andersen. In going through both of these cost studies of 
the coffee-roasting plant here at Oakland, the very fact that the first 
study—the reporting method of the second study does not follow the 
form of the first in itself alarms me a little bit. 

Lieutenant AnperseNn. In what way, sir / 

Mr. Curtis. The fact, even though these are studies and we are 
trying to get conclusions from them, it makes it much more difficult 
if one is not a continuation of the other. Furthermore, the cost study 
we received from the Navy coffee-roasting plant at Brooklyn, N. ¥: 
follows another form. Is there not some method in the Navy 
Accounting Services or system that calls for a format with some 
similarity about it ? 

Lieutenant ANpersen. Let me answer it this way, sir. ne are pri- 
marily in the business of analyzing contract costs under Navy, Air 
Force, or Army contracts with commercial enterprises and we are very 
seldom called upon to make studies such as this. 

This coffee roasting plant study was one of the first ones we have 
been called upon to make of Navy operations, and, therefore, there 
are two different offices within the same organization—two different 
offices doing the job. One office was the Brooklyn office, the super- 
visory cost inspector, eastern area, and we made the study on Oakland, 
under the supervisory cost inspector, western area, and it is true that 
we did not follow the same system. Now, we may be criticized for 
that, but we used the approach which we thought was best here. 

Mr. Curtis. I am making this observation so that when these studies 
are made in the future that they be made with the thought in mind 
as to what they were to be used for. It is extremely helpful to us. 

Mr. Bonner. Do I understand you to mean there should be a uni- 
form pattern ¢ 

Mr. Curtis. Yes, so you can check up on the items. 

Mr. Bonner. So we could compare Brooklyn with Oakland? 

Mr. Curtis. Yes, sir. 

This one covers the period from January 1, 1951, to April 30, 1951, 
and the pick-up study from March 27, 1952, to Sues 26, 1959, should 
come about the same way. 

Lieutenant ANpersen. Yes, sir. What items do you want to 
develop ? : 


figures 
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Mr. Curtis. I will tell you frankly, this was just handed to me and 
all I have been able to do was to run over it very hurriedly and have 
observed that it was not the same. Later I will get into that. 

Here are some things that I am a little disappointed are not included 
in either of these three cost studies. Nowhere in here is the amount 
of square foot storage space or the type and amount of building area 
devoted to the manufacturing end of this thing and the amount for 
warehousing. ‘l!ose figures seem to me to be pretty obviously neces- 
sary to be included if anyone is to reach any intelligent conclusion on 
the amount of cost that you apply for the utilization of buildings. 

Lieutenant ANDERSEN. Sure. 

Mr. Curtis. The same thing would apply to machinery. You have 
machinery depreciation, but nowhere does it show what the machines 
are, their original purchase price, the year they were purchased or 
anything else. I am not an accountant but I have been over a number 
of statements over a period of years, and I cannot understand what 
this was supposed to have been. ‘This was supposed to be a cost 
accounting ¢ 

Lieutenant Anperson. Right. 

Mr. Curris. That someone could go over and determine what the 
costs are. Without those factors which I mentioned, how could any- 
one go over it and recheck your own conclusions ? 

Lieutenant ANpberson. That is a perfectly legitimate question. We 
prepare these reports along the line that we “would normally do it 
if we were working on a commercial enterprise. I ask you this 
this is just a possible justification—I am not criticizing what you 
are asking for, because it is good—— 

Mr. Curtis (interposing). Yes. 

Lieutenant ANDERSON. But review any cost analysis or statement 
published for commercial enterprises and I do not think you will find 
that information went in the analysis. 

Mr. Curtis. Maybe they do not do it on the west coast, but I will 
say it is almost axiomatic that you include your general description 
of your machinery and certainly your purchase price and certainly 
the amount of square feet you are using in your warehouse and so 
on. I do not want to quibble over that. Those are figures and infor- 
mat oe that I think we should have. 

Lieutenant ANperson. After this year, I assure you—— 

Mr. Curtis (interposing). If you can supply that to the subecommit- 
tee, I will appreciate it, and also another factor that might be included 
and which would be very helpful to us, is the figure which was asked 
about and which I believe will be supplied for the record, and that 
is constructive costs in this area of warehouse space. What the figure 
is around here per square foot. I believe they do have a reference 
to the cubic content in the event that has any bearing on what you 
might have stored or in your warehouse. ; 

You did include, I notice, your tax estimate which you secured 
from your local tax people. Is the tax based on the type of bu ilding 
and the square footage of the warehouse and so on? 

Lieutenant Anperson. Yes, sir. 

Mr. Curtis. You must have supplied that information. 

Lieutenant Anperson. We have the information. Oh, yes; don’t 
get me wrong, but we just did not include it in the finished report. 

Mr. Curtis. You used thst working data, but did not include it? 
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Lieutenant Anperson. That is right. 

Captain McKenzie. I might add that Lieutenant Anderson and 
1 got together to try and make an estimate as to how far down in 
the back-up detail to go into in this report, and I suppose we just 
guessed a little bit wrong as to the amount of detail you would be 
interested in. 

Mr. Curtis. You see what our committee is trying to do—we are 
getting right down to bedrock. On this question of warehouse square 
footage and what it cost in certain areas is important. We have the 
problem of multiple-story warehouses as opposed to single-story 
buildings. Those factors I believe are very important to us, and 
any working data which could be furnished us would be helpful. 


COST OF MAKING PAINT IN NAVY PLANT 


Mr. Bonner. Do you conduct a paint industry here? 

Lieutenant ANnprrson. Yes, sir. 

Mr. Bonner. Have you made any studies on the cost of producing 
paint? 

Lieutenant ANprrson. Yes, sir; we did last year. 

Mr. Bonner. What date was that ¢ 

Lieutenant ANperson. I believe the report was rendered in Octobe 
1951. 

Mr. Bonner. So, you have made other cost studies ? 

Lieutenant ANpEeRSoN. When I stated this was the first cost study, 
I was talking about the coffee-roasting plant, but we have made prior 
reports, including this paint factory study. 


NAVY PAINT VERSUS COMMERCIAL PAINT COSTS 


Mr. Bonner. Do you happen to know at this time what the dif- 
ference is in the cost of paint you produce here and commercial 
paint? 

Lieutenant ANpERSEN. We do not make that comparison. In other 
words, we supply what we think is the cost to the Navy and it is up 
to the chief of the bureau to make a comparison with commercial 
companies. 

Mr. Bonner. Would you furnish us with a copy of your last study 
here? 

Lieutenant Anpersen. It would be up to Admiral Royar. 

Rear Admiral Royar. We will get you a copy. 

(For reports on paint studies, see Oakland Exhibits 1, 2A, and 2B, 
pp. 322-377.) 


SOLUBLE COFFEE 


Mr. Curtis. This coffee plant does not make any soluble coffee, 
does it ? 

Rear Admiral Royar. No, sir. 

Mr. Curtis. None of the Navy plants nor military plants have gone 
into that ? 

Rear Admiral Royar. Just three types: The whole bean—or two 
types, the whole bean and ground bean. We have three types of pack- 
ing, the bag ground, the bag whole, and vacuum ground. 

Mr. Curtis. There are no plans to go into the soluble coffee field? 

Rear Admiral Royar. No, sir. 
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Mr. Curtis. You do procure a great deal of soluble coffee, do you 
not / 

Rear Admiral Royar. Primarily for the commissary stores for 
resale. 

Mr. Curtis. I imagine they do require a great deal for troops out 
on the front lines. 

Rear Admiral Royar. There may be some in an emergency. 

Mr. Curtis. That is what it is. 

Rear Admiral Royar. That is right. 

Mr. Curtis. It is combat equipment. 


ADEQUACY OF FEDERAL “SPECS” 


Mr. Warp. Are the Federal “specs” now in use for whole beans, 
whole green beans, and for roasting coffee adequate in your opit ton, 
or are they out of date? 

Mr. Netusen. I did not quite understand the question. 

Mr. Warp. Do you think that the Federal specifications that are 
used for the procurement of coffee are out of date, or could they be 
improved ¢ 

Mr. Nemisen. No. 

Mr. Warp. It is O. K. 

Mr. Nerisen. It is very good. I do not think that there should be 
any change made. Of course, nothing is perfect. 

Mr. Warp. The reason I mentioned that, Mr. Chairman, Dr. Lepper 
(Food and Drug Administration), told me that he thought the F ome 
spec should be overhauled and improved. He considers it out of date. 
He is quite an authority in this field. (See copy of “Spec,” p. 522.) 

We notice from the reports that came in there seems to be a differ- 
ence in the method of disposal of the sacks. The Marines indicate 
they use all of their sacks and do not have to buy additional ones and 
I think the Army sells theirs for 6 or 7 cents apiece, and the Navy indi- 
c - -d they sell theirs for 31 cents; can youe xplain that discrepancy ¢ 

Captain McKenzie. I can explain the picture as we see it here. 
As an element of background, there are items in the Navy standard 
stock catalog of burlap bags which are carried in stock for various 
and sundry purposes, and opposite each one of those stock numbers 
there is a footnote indicating that empty green bags—coffee sacks— 
might be available at either Oakland or Brooklyn and to contact those 
two plants before, or incident to making up your mind as to whether 
you want to get the new burlap bags out of stock. 

So, we do get contracts for the use of the coffee bags. In the past we 
have disposed of practically our entire supply, as we generated them 
from month to month to the Island Trading Corp. at a price of 5 cents 
each. Recently we discovered that the commercial market value of 
those bags locally is now 13 cents each for the Brazilian bag, which is 
a very tough sisal bag, and 9 cents each for the burlap bag which we 
get from Colombia. We are now issuing those at the going market 
price to the Island Trading Corp. We also have a requisition from 
New York as to some naval activity up in Seattle that wants 25,000 
and they said they would be willing to pay up to 21 cents. So, we 
now have in being areas to dispose of all those bags and to secure a 
return on them, approximately the same as what we would get if we 
disposed of them just by selling to the commercial concerns that deal 
in such things. 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 313 


Mr. Warp. Do you know whether or not the Marines actually repack 
their roasted coffee in those b: ags and send it out to their posts? 

Captain McKenzir. That I do not know. I rather doubt it, 
wouldn’t you 4 

Mr. Warp. That was the testimony that was given. 

Captain McKenzie. We ship coffee to the Marines down at San 
Diego in 50-pound bags. 

r. Warp. They would certainly need some kind of liner in there. 

Rear Admir: al Royar. Not in the green-cottee bag. 

Mr. Nerusen. No, not with the waterproof bag; I could not say as 
to the other pane 

COST OF BAGGING COFFEE 


Mr. Warp, Another interesting point, the testimony before the 
\ppropriations Committee of the House * indicated that the commer- 
cial price was about 2 cents a pound different if bought in 100-pound 
bags versus 50-pound bags. Do you know whether that is: somewhere 
near correct or not ¢ 

Mr. Neitsen. I could not say that because we have never packed in 
100-pound bags and I do not know what a procurement price would 
be on that. 

Mr. Warp. It looks like a very high price for bagging; 2 cents a 
pound difference; it doesn’t seem correct. In fact, we asked the Na- 
tional Coffee Association and they indicated that they thought it would 
be about one-fourth cent a pound, but if there is a 2-cent differential, 
then, undoubtedly, more shipments should be made to the larger 
installations in the 100-pound bag. 

Mr, Neirsen. Yes, sir. 


QUALITY CONTROL 


Mr. Warp. I believe, Mr. Chairman, it would be fair to raise the 
subject of quality of coffee and to put in the record two letters, one 
we wrote to the National Coffee Association and their reply, because 
they indicate that the matter of quality control is the most important 
point. Further, that in their opinion, the best way to get quality 
control is for the armed services to buy the green bean, roast it and 
distribute it. 

Mr. Warp. Admiral Royar, you indicated that you thought it was 
possible to work out a scheme whereby you could be sure of your 

uality control. Would you like to supply that for the record, because 
th: at seems to be the nub of this thing. 

Rear Admiral Royar. I said it could be done. Anything can be 
done, but it would be far more costly, I think, and not as satisfactory. 

Mr. Warp. Will you indicate how it could be done, because the Vet- 
erans’ Administration is buying beans, as you know, and having the 
coffee roasted and there is some question as to whether they are getting 
exactly what they are paying for or not. General Services Adminis- 
tration is also buying—they buy about 1 million pounds a year, and 
there is also a real question whether they are getting what they are 
paying for. 


? Department of the Army, Appropriations, 1953, p. 329 See also Munitions Poard 
Study, appendix 2, p. 9 and Federal Supply Management (Military and related activities), 
p. 131, 


062—53——21 
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(The information requested follows :) 


Item.—Assuming that all Navy coffee is to be procured from commercial 
sources, furnish a Bureau of Supplies and Accounts plan for inspection and 
other measures which would be used for quality control. 

Comment.—Since the Department of the Army has the single service purchase 
assignment for subsistence items, the assumption above implies that Navy re 
quirements of roasted coffee will be purchased by the Army. Under the provi 
sions of this purchase assignment, the Department of the Army is responsible 
for arranging inspection. 

Inspection to ascertain compliance with specifications is in effect the method 
for insuring quality control; however, quality control as used herein relates to 
the sum of the following and is extended to include measures for preservation 
of flavor and aroma qualities of freshly roasted coffee, whether this be accom 
plished by relatively quick use of bagged coffee after roasting or use of the more 
costly vacuum packing to seal the volatile gases so essential for brewing coffee 
with good cup quality. 

(a) Development of specifications to cover green bean coffee grades, blending 
percentages, roasting, grinding, and packaging of the roasted coffees. 

(b) Qualified inspections by Government inspectors or inspections under 
the supervision of an inspector representing the Government to ascertain com- 
pliance with the specifications developed in (@). 

(c) Establishment of criteria for inventory control, distributive system, and 
stock levels within the Navy supply system. 

Treating each of the above separately the following obtains: 

Specifications.—Green bean coffee used for blending and roasting must con- 
form with the present types and grades being procured for Army-Navy use. 
Specifications for blending various green bean coffees, roasting procedures (tem- 
perature, time, ete.), size of grinds, packing, packaging, and marking require 
ments would also be identical to the current methods and procedures in effect 
at Navy coffee-roasting plants. 

Inspection.—Specifications are necessary to establish definite standards to serve 
as guidelines for industrial efforts. Specifications in themselves, however, are 
without value as quality control devices unless contractor performance is meas- 
ured by competent inspectors against these prescribed standards. 

To obtain a satisfactory, uniform, single standard of roasted coffee for the 
Navy, it would be imperative that the Government employ the services of resident 
area inspectors who would perform continuous inspection service of commercial 
roasting plants awarded Government contracts. These inspectors should nec- 
essarily be established official United States graders and classifiers, well qualified 
in all phases of coffee-roasting plant operations, including general knowledge of 
the coffee industry developed through actual experience in this fiield. The number 
of inspectors required would fluctuate with the number of contractors holding 
contracts with the Government. Considerable efforts and moneys would be nec- 
essary for administration and supervision of these Government inspectors, since 
there are approximately 375 principal commercial roasting plants in the United 
States that would be qualified to bid for Government contracts. 

Inspection would begin with grading of the green beans to determine exact 
grade and other characteristics such as size of bean, color, and solidity of specific 
chops or lots. Samples would be roasted in sample roasters to inspect the beans 
for roasting quality, later ground and tested for cup quality. Green coffee beans 
not conforming fully with contract specifications would, of course, be rejected 
prior to roasting. Inspection certificates containing information as to chops 
inspected, grade, characteristics, chops used in roasting, etc., would be required 
to accompany dealers’ invoices submitted for payment. 

Continuing, blending, roasting, grinding, packing, and packaging operations 
would be under continuous surveillance by the Government inspector. 

Inventory control, distributive system, and stock levels —Viewing the plan to 
insure quality control from a standpoint of inventory control and distributive 
system, it would appear desirable to classify roasted, bagged coffee as another 
perishable item which source of procurement would normally be through the 
Navy market office system. Inventory control of roasted, bagged coffee would 
be maintained on a local activity level. Determination of requirements would be 
made by the requiring activity on the basis of authorized stock levels established 
by the Bureau of Supplies and Accounts. Requisition procedures would be identi- 
cal to that normally employed for procurement of perishable items; i e.— 
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(a) Stocking points would submit space requisitions for period deliveries to the 
nearest Navy market office for consolidation and further submission to the Army 
market centers for purchase action. 

(b) Navy activities satellited on stocking points would obtain roasted, bagged 
coffee by requisition as they would any other perishable item. 

(c) Navy activities normally serviced by the Army market center would submit 
requisitions direct to the market center. 

Because of the limited keeping qualities of roasted, bagged coffee, a contract 
requirement would be necessary to assure delivery to Navy installations no later 
than 3 days from the roasting date. Activities not qualifying for deliveries 
within this period due to geographical location would be required to use the more 
costly vacuum-packed coffee. All bagged coffee would be required to be date 
marked with the date that the coffee is actually roasted and bagged. 

Vacuum packed coffee would be classified as a nonperishable provision item, 
volume requirements of which would warrant central inventory contro! by the 
Bureau of Supplies and Accounts. 

Determination of replenishment requirements at various designated stocking 
activities would be made by the Bureau on the basis of monthly stock status re- 
ports submitted by these activities. Military interdepartmental procurement 
requests would-be submitted monthly by the Bureau to the Office of the Quarter- 
master General, Department of the Army, for purchase action. Contracts would 
be awarded by the Army and assigned to the Navy for administering and alloca 
tion. Consuming activities desiring vacuum-packed coffee would submit requests 
to the activities rendering supply suppert for nonperishable provisions. Inspec 
tion at stocking points would be for condition and count only. 

Stock levels—Stock levels contribute measurably to the quantity of roasted, 
bagged coffee furnished the consumer. Lower levels of supply create greater 
turn-over rates, thus insuring freshness of coffee delivered to the user, the 
optimum condition (without considering high transportation costs) being that 
of having in stock only sufficient quantities on hand each day to meet require- 
ments for that particular day. However, to provide for unexpected interruption 
in supply, safety levels must be established to thwart any shortage. The desir- 
able stock level for consuming and stocking activities for roasted, bagged coffee 
is established at 8 days for roasted, ground, and 15 days for roasted, whole bean. 
These stock levels would, however, be augmented by reserves of vacuum packed 
coffee which would be turned over only to prevent deterioration through extended 
storage periods. 

In establishing stock levels of vacuum-packed coffee, consideration would have 
to be given to provide an additional safety level of supply for the following 
reasons : 

(a) The coffee-roasting industry maintains an inventory level of green bean 
coffee approximating a 2 months’ supply. This low inventory level could seri 
ously impair military supply in the event of shipping strikes or offshore supply 
interruptions. To assure continued supply of roasted coffee, it would be neces- 
sary to either stockpile green beans or create a reserve of roasted, vacuum-packed 
coffee. 

(b) In all probability the coffee-roasting industry would not universally carry 
inventories of packaging materials required for packing Navy requirements, since 
these materials are peculiar to Navy use. Procurement lead time would thereby 
be extended due to the lag after contract is awarded for roasting to allow for 
delivery of packaging materials to the roasting plants or require the Navy to 
stockpile these materials for reserve use. 

The services of the Inspector General of the Supply Corps would be requested 
to investigate and report noncompliance with the stock levels for roasted, 
bagged coffee established above. 


I would like, Mr. Bonner, if you do not mind, to have these two 
letters and the committee print. 

Mr. Bonner. Those matters have been noted for inclusion in the 
record. (See p. 509.) 


INDUSTRY INSPECTION OF COFFEE 
Mr. Warp. With respect to inspection, do you feel that the present 


method whereby the industry in effect does its own inspection is a 
good scheme for the Government! 
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Captain McKenzie. Personally, I think that it is working out. The 
National Coffee Association is grading the green bean that comes in 
and so far as I know we have always gotten good beans, 

Rear Admiral Royar. May I respond on that a little? I think it is 
an excellent idea. The coffee association, as you know, is made up of 
coffee merchants and they are very rigid in their inspection and in- 
specting the green coffee for the warehouses, they are very careful not 
to have any man to do the inspecting whose company is involved in 
that particular purchase and in that way, we feel we get a very fair 
inspection and the gréen coffee received bears that out. 

Mr. Warp. Is it possible that there is a little “back-scratching” in 
that kind of a deal ? 

Rear Admiral Royar. I do not think so. 

Mr. Warp. Isn’t it, in principle, wrong to have someone working on 
both sides of the contract? That seems to be fundamental in contracts. 

Rear Admiral Royar. The only expert cotfee people you have are 
right in the industry. ‘There are practically none that you get out of 
the industry 

Mr. Curtis. How many sellers are there of coffee actually bringing 
it in’ Is it a large number, because they are the ones we are talking 
about ? 

Rear Admiral Royar. I think industry could probably answer you 
better than I could. The coffee exchange is composed of quite a num- 
ber of Importers. 

Mr. Warp. Don’t we pay about $112,000 a year for that inspection ? 
On how many consignments would that be on, admir al? 

Rear Admiral Royar. Again, the Market Service has that, and how 
many consignments, they have, I do not know. 

Mr. Warp. Have you ever checked to see just what we are paying per 
consignment and all factors included in the price? It looks like a 
high pr ice? 

Rear Admir: 7 Royar. Not on a particular consignment. Have you 
any figures | indicating Captain McKenzie] ? 

Captain McKenzrr. No, sir. 

Mr. Warp. I wonder if you would get those for the record? 

(The material referred to follows :) 

Item.—For any given time supply the price paid for a consignment of green 
coffee and indicate all factors included in this price. 

Comment.—lIn developing this information, a typical contract is used as a con- 
signment rather than taking different contracts over a period of time. This con- 
tract involves 442,000 pounds of green bean Santos delivered f. 0. b. NSF, Brook- 
lyn, at $0.5342 per pound for a total of $236,116.40. 

The contractor volunteered the following information as to what factors he 
included in arriving at his bid price: 

(a) Inventory and price of green bean coffee carried in the firm’s warehouses. 

(ob) Amount and price of green bean coffee for which the contractor has 
actual options. 

(c) Estimate of future market prices of green bean coffee. 

(d) Profit margin of approximately 1 percent. 

In addition to the basic principles outlined above, the following cost factors 
are also considered: 

(a) Freight from Brazil to New York. 

(b) Insurance charges. 

(c) Loss of weight. 

(d) Letter of credit. 

(e) Grading and handling charges. 

(f) Trucking charges dockside United States of America, New York to NSF, 
Brooklyn. 
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Mr. Rosack. I want to clarify, if I can, the concept that the Navy 
is using in this cost study. It appears from the questions Mr. Curtis 
asked and some of the statements in the record that in some cases in 
the analysis real costs are excluded and in other cases imaginary costs 
are included. The question I have is what have you established when 
you arrive at that cost figure per pound of coffee ? 

Rear Admiral Royar. We here? 

Mr. Ropack. You have a certain cost figure on a pound of coffee 
what do you establish by that figure ? 

Rear Admiral Royar. Will you take that, Captain McKenzie? 

Captain McKenzie. I will make a preliminary statement and then 
Lieutenant Andersen can go into further detail. 

The concept was to arrive at, after many figures, of the cost per 
pound of producing coffee. 

Mr. Rosack. To whom? 

Captain McKenzm. To one appropriation. 

Rear Admiral Royar. To the taxpayer. 

Captain McKenzie. And ta have the other figure, which will in- 
clude what we call “constructive costs,” which are the type costs ele- 
ments that a commercial concern has to use, yet which in the Govern- 
ment-run plant are not actual charges to the taxpayer out of the 
operation. 

Mr. Rosack. What, then, do you establish when you have arrived 
at a so-called constructive cost? What flows from the establishment 
of that figure—what conclusion flows from it? 

Lieutenant ANpERSEN. The reason those constructive cost figures 
are put in there is to compare our operation here with a comparable 
commercial company. In other words, we included the cost of prop- 
erty taxes, city and county of Alameda, and the city of Oakland. 
A commercial company bears that tax, whereas the Government does 
not. We put those im and included an estimated statement of Cali- 
fornia franchise tax for a corporation. We do not know exactly what 
it is—I mean we try to impute a fair figure. These figures which 
we came up with are not comparable to the costs used in establishing 
the price to the Army or Navy for issues of coffee. In other words, it 
is a separate study entirely. As was brought out in the estab Rshmant 
of the issue price to Army and Navy commissary stores, et cetera, just 
the direct costs are used, or out-of por ket costs are used. For instance, 
labor and supervision, vacation, holidays, cost of utilities, cost of 
green coffee, bags, tins, et cetera. 

Mr. Rorack. I thought the purpose was to establish all cost factors 
to see what would be the cost over-all, not only the direct cost, but 
all degrees and allocation of costs for overhead and all the various 
factors that are involved. This study is not that kind of a study. This 
conclusion has no connection with that. I just want the record to 
be clear. 

OVERHEAD IN OPERATING COFFEE PLANTS 


Mr. Curtis. I am glad Mr. Roback made that comment. 

I have one other comment that disturbed me. It was included in 
your January 1, 1951, to April 30, 1951, review of the multitudinous 
operations of the Naval Supply Center, Oakland, Calif., and that is 
this statement: “It is questionable whether any reduction in general 
overhead would inure to the Government should the Government pro- 
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” 


cure its requirements of roast coffee from commercial sources,” and 
in the report of the hearing in New York they say “Likewise, con- 
sideration was not given to any general costs incur red by other naval 
activities, which indirectly might benefit, et cetera.” I would hate to 
think you could eliminate an operation such as this that we have seen 
here today, with how many employees! 

Lieutenant Anpersen. T wenty-four. 

Mr. Curtis. Without at the same time having a real figure of 
reduction in overhead—general overhead—because it just stands to 
reason that you would. 

I agree that this is a large operation, but nonetheless, in the terms 
of a layman, a savings of a few thousand dollars is bound to come 
about. It might not be in millions, but if we can duplicate this coffee 
roasting study in other studies and it is only a few thousand dollars 
that we save in each one and you multiply that by the number of 
operations going on, and you will have a consider able savings. 

I just hate to see a statement in here that is question: ible, whether 
any reduction in general overhead woukl come to the Government, be- 
cause as a matter of common sense, there is bound to be a savings in an 
operation like that in overhead, and it is bound to be in the thousands 
of dollars. I make that statement for comment, if anyone would care 
to discuss it. 

CAN’T MEASURE OVERHEAD 


Lieutenant ANpeRsEN. I would like to make thiscomment. I do not 
believe, considering the Government set-up, that you can actually 
measure the overhead applicable. For instance, how much of your 
salaries would be charged to the coffee roasting plant, and so forth? 

Mr. Curtis. Yes, but that is the very thing that we are attempting 
to pin point. That is the very thing that is going to cut down this 
tremendous overhead that we have in W ashington that is ble eding the 
taxpayers to death. We have got to get into those things, but I tell 
you if the Navy went out of the coffee roasting business and a thousand 
other of these commercial enterprises, your overhead—a good bit of 
it—would disappear. 

Lieutenant ANDERSEN. We came out and admitted in our report that 
we could not make an actual allocation. We are not trying to duck 
an issue. 

Mr. Curtts. What 1 am objecting to is that there would be no sav- 
ings. The statement is made here that it would be questioned whether 
any reduction in general overhead would inure to the Government. 

Rear Admiral Royar. You have got to figure, even if you trans- 
ferred this to civilian industry, there would still be an overhead here, 
inspection service, for instance. 

Mr. Curtis. You would have some overhead. It reminds me when 
we were going through an overhaul and repair shop at Atlanta, Ga., 
of the Army, the colonel was very proud of his cost accounting, which 
included only the civilian labor and spare parts. I asked him was his 
salary and the salary of the other military personnel included in his 
cost accounting, and he said “No, the Army would have to pay me 
anyway.” That isthe sort of thing that bothers me. 
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COMMANDING OFFICER SPENDS SMALL AMOUNT OF TIME IN PLANT 
OPERATIONS 


Rear Admiral Hipp, how much of your time is spent on coffee roast- 
ing? One percent probably. 

Rear Admiral Hier. That would be awfully difficult to state. For 
instance, my job is one of coordinating the activities of the various 
depots. I seldom, unless something develops by way of a difficulty or 
trouble, get into the details of the operation of the various depots 

Mr. Bonner. But you have to have men on your staff that you 
assign to these various things which augment your staff. 

Rear Admiral Hipp. Yes, sir. 


COFFEE INSPECTION-—8 CENTS PER BAG 


Mr. Kennepy. In this study of the Munitions Board, May 15, 1952, 
they figured the cost of inspection at approximately $100,000, set, I 
believe, some years ago. Now, that would be based on an 8-cent charge 
per bag. Do you feel, Admiral Royar, that there would be a possi- 
bility that your examination would be a fertile field for renegotiation ? 

Rear Admiral Royar. Do you mean with regard to ins spection of 
green coffee? I definitely think that it would be well to look into it; 
yes. I think that the 8 cents a bag, though, is about the commerce ial 
rate. It is the going rate for inspection costs at the present time. 

Mr. Kennepy. Has that bag rate been constant over a period of 
time? 

Rear Admiral Royar. So far as I know it has, Mr. Kennedy. Of 
course, again, this is a function that comes under the Market Service 
which is administered by the Quartermaster Corps. We have not 
really gotten into that end of it. The Quartermaster Service handles 
the precurement and inspection. 

Mr. Kennepy. Then statistically, a charge of that nature would 
materially affect your cost studies? 

Rear Admiral Royar. Oh, yes. 


MARINE CORPS COFFEE PLANT, PHILADELPHIA 


Mr. Kennepy. Do you feel that the Marine Corps should have an 
independent coffee-roasting installation, for instance, at Philadelphia, 
or do you feel that the Navy has sufficient capacity, or that possibly 
the marines could draw on adjoining Army installations? 

Rear Admiral Royar. Well, at the present time, of course, the 
capacity at Brooklyn for the Navy and Philadelphia for the Marine 
Corps have been used by the two services. I am not familiar with the 
distribution of the Marine Corps—just where they distribute from 
their coffee-roasting plant. I do agree in your general concept and 
the study that the Munitions Board is making that we should go 
into cross-servicing very thoroughly of all the services with the idea 
of not having duplicating plants in the same area, 


CROSS-SERVICING AGREEMENT FOR SAN FRANCISCO AREA 


Mr. Kennepy. I note in one section of this study they claim that 
there doesn’t appear to be at the present time a cross-ser vicing agree- 
ment for this particular area at San Francisco.* 





® See agreement, p. 443. 
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Rear Admiral Royar. In the San Francisco area there is cross-serv 
icing, because we are issuing to the Army and Air Force and Marine 
Corps in this area. 

Mr. Kennepy. With regard to packaging, has the Navy taken any 
2 finite steps toward deve lopme nt of uniform standards for container: 
to be used in pac kaging of coffee ? 

Rear Admiral Royar. We have used the 5-gallon tins for the vacuum: 
pack, which is a standard container, and the bags for the bag coffee, I 
think both of those are pretty well standardized and used by all the 


services. 





STANDARD FOR FACKAGING 


Mr. Kennepy. The study indicated a difference in the price of bags 
and containers used to package coffee. 

Rear Admiral Royar J am not familiar with the study. I have 
not had a chance to look that over. 

Mr. Kennepy. One of Decne lusions was that the military depart 
ments would do well to develop a uniform standard. 

Rear Admiral Royar. There is no reason why they cannot at all, 
because your shipments are all about the same, the handling is the 
same and there is no reason why they could not have a standardized 


bag. The packaging is very simple, as you saw down at the plant. 
There is nothing complicated about it at all. 


OAKLAND PLANT COULD PROBABLY SUPPORT SEATTLE AREA 


Mr. Kennepy. Do you think the capacity here is capable of sup- 
porting coffee operations in Seattle, for instance, on a cross-servic ing 
a, 

193 Admiral Rorar. We probably could. 

Ir. Ki nNEDY. Also with regard to overseas ? 

ie Admiral Royar. But another thing about the coffee, too, is 
the fact it would probably be better to have that plant up there and 
cut this Gown a little bit so you would not have coffee in transit as 


long. Coffee deteriorates very quickly and t he closer you can get 
vour coffee to the processing and roasting’ pl lant, the better coffee you 


get. Of course, the Army pli int at Seattle supports Alaska and th ev 
are several days closer to Alaska up there than we are here. 

Mr. Kennepy. With regard to cross-servicing we mentioned a 
moment ago, the study has a paragraph in aad ‘in which they say 
under a cross-servicing agreement in the Great Lakes area, the Army 
furnished an average of 60,000 pounds, or 25 percent of the monthly 
production to Navy installations in the hath: ninth, and tenth naval 
districts. However, it is significant to note that a cross-servicing 
agreement between Army and Navy utilizing Army plants in Seattle 
and Atlanta has not been established at the present time. (Oakland 
exhibit 4 includes cross-servicing agreement executed September 18, 
1952. ) 

Rear Admiral Royar. I see no reason why they should not be estab- 

shed. I think they should, because we know here it is working out 
perfectly in the Oakland area. We have no trouble at all. The Army 
furnishes the green coffee and we roast and distribute it. 

Mr. Kennepy. Are there any plans in the Navy at the present time 
with regard to establishing overseas coffee-roasting plants? 
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Rear Admiral Royar. We have no plans for that at all. 

Mr. Kennepy. You mentioned the shipment of this material over- 
seas; is there any planning at the present time to have drawings 
from these Army coffee-roasting plants overseas for adjacent naval 
installations or ships ¢ 

Rear Admiral Royar. There is. How far it has gone, I do not 
know, but there is some discussion, or was, between our provisions 
group in the Bureau and the Quartermaster Corps about the Army 
taking over more of the Navy supply in the Seattle area and some 
of the export work in that area. That is a matter now under dis- 
cussion to find out the capacity and what the capabilities are. I think 
you will probably see that come about very shortly. I am in hopes 
it will, because it should be done. 


USE OF SOLUBLE COFFEE 


Mr. Kennepy. Mr. Curtis mentioned soluble coffee, which we real- 
ize, of course, as in the experimental stage in the coffee industry — 

Rear Admiral Royar [interposing]. That’s right. 

Mr. Kennepy. In view of the fact that you are in the business, 
have you made any studies with regard to the substitution on an 
experimental basis, since you are such a large consumer ¢ 

Rear Admiral Royar. As I said before, we have no plans of develop- 
ing any of the soluble coffee in our present plant. There are certain 
fields where it will go pretty well. I imagine, for instance, in the 
submarine fleet, for example, where space is vital it might be con- 
sidered. I know that our research and development people in 
Bayonne have been looking into the matter, but, so far, we have no 
definite plans yet. There is no consideration being given to going 
into it in any large way at all. 

Mr. Kennepy. Is the cost one of the factors that has discouraged 
your interest ? 

Rear Admiral Royar. That is one thing, and the quality too. 
There are several factors in there that we are trying to look into. 
Whether it will develop or not, I am not prepared to say at this 
time. 

Mr. Curtis. If you pursue that any further, as I understand it, 
under the new directive, that has to be cleared by the Secretary of 
Defense? 

Rear Admiral Royar. Secretary of Defense; yes, sir. 

Mr. Curtis. And anything going into that would have to be? 

Rear Admiral Royar. Yes, sir. 

Mr. Bonner. Admiral Hipp, I want to thank you in behalf of the 
subcommittee for your kindness and courtesies extended to us and you 
also, Admiral Royar, and the gentlemen of your staff who have been 
with us here on the base. 

Of course, we come out to get information; we come in a friendly 
spirit and we come representing the people and also representing you 
back in Washington. 

This subcommittee does not come to any conclusions here in the 
field. We go back and these hearings are prepared and written up 
and the subcommittee, as well as the staff, studies and analyzes what 
we find in the hearings and then comes out with our report. I do 
not want you to think that we come to any conclusions here imme- 
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diately about any of the subjects which we go into. This is such 
a vast field, that we cannot go into everything. We have to pick out 
a few things and make a test of them—a “guinea pig” test you 
might say. 

We appreciate very much your presentations and your courtesies 
and the subcommittee is adjourned. 

The subcommittee adjourned at 12 noon. 

(Oakland Exhibits 1-5 follow:) 


OaKkLANpb Exuipit 17 


REPORT ON COST STUDY OF PAINT MANUFACTURING, NORFOLK NAVAL 
SHIPYARD, PORTSMOUTH, VA. 


The report on the cost study of paint manufacturing at the Norfolk Naval 
Shipyard, Portsmouth, Va., based on operations during the fiscal year ended 
June 30, 1951, was made by the Navy Cost Inspection Service to serve as a basis 
of study and comparison with commercial paint manufacturing. This study, 
together with a similar one made at the Mare Island Naval Shipyard, Vallejo, 
Calif., is being used by a selected committee of the National Security Industrial 
Association for the purpose of additional analysis and comparison of the cost 
of Navy paint manufacture with that of commercial manufacture. 


CONTENTS 
Comments. 


Computation of unit costs_ a etesdiiats ilcastcebeteees didade cha sacral dels atienitan Exhibit A. 
Statement a6. cect OF DOCSIS Rei ntenteccndinnn }qeecienieen ona .---- Exhibit A, sched- 
ule I. 
Computation of allocable indirect factory expense___......--.-.---. Exhibit B. 
Detailed statement of indirect factory expense__.—- tenons nen n  a eee 
ule I, 
Summary statement of indirect factory expense and direct labor of Exhibit B, sched- 
productive and process shops on eiasien eileesnen etait erm ames wen om - ule IT. 
Computation of general expense allocable to paint factory operations. Exhibit C 
Detailed statement of general expense___._........-.-~~- _..-.. Exhibit C, sched- 
ule I. 
Explanatory comments with respect to footnotes referenced on exhibits 
and schedules of report iJ -. Exhibit D. 
Flow chart of paint factory operations___—~~~- a peaked --- Exhibit E. 


COMMENTS 


Authority for study and purpose thereof 

1. In compliance with the request of the Chief of the Bureau of Supplies and 
Accounts as contained in letter to the Director, Cost Inspection Service, dated 
June 21, 1951, file OX over Li0-3/NY9, L10-3/NY6, JJ32, a cost study has been 
performed of the operations of the paint factory, Norfolk Naval Shipyard, Ports- 
mouth, Va., for the purpose of determining the actual unit cost of producing 
each of the various kinds of paint manufactured, packaged ready for shipment 
Pursuant therewith, constructive costs have been included for those cost elements 
not usually applied in Navy productive operations but which are inescapable to 
a commercial enterprise. 


Historical data 

2. According to Mr. W. J. Francis, paint technologist of the Norfolk Naval 
Shipyard, preliminary steps were undertaken by the Bureau of Construction and 
Repair in 1902 for the development of ship-bottom paints by the shipyard. 
Prior thereto, it is stated that an unsatisfactory condition prevailed in that, 
among other things, the various brands available from commercial sources were 
not compatible, with the result that each manufacturer’s particular brand of 
paint had to be used on the vessel which had been previously painted therewith. 
The Supply Department, therefore, was required to maintain numerous stocks of 
ship-bottom paints of many manufacturers, 

3. By 1906 the shipyard had commenced its manufacturing of ship-bottom 
paints. Its equipment at this time consisted of two shellae cutters, a small 
belt-driven mixer, and several small mixing tanks together with some wooden 





™Navy making comprehensive cost study of its paint manufacturing. (See testimony 
of Vice Adm. C. W. Fox, before subcommittee, December 4, 1952.) 
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half barrels and paddles for hand mixing. Under a master painter there were 
three or four helpers engaged in making paint which was for local use only. 

4. During the early days each navy yard made its own paints except for ship 
bottom paints. Paste pigments in oil, such as white lead and zinc oxide, were 
purchased, since the process of grinding pigments in oil was considered too com- 
plicated an undertaking, and the yards mixed their own paints, adding coloring 
pigment, thinners, and driers. Finally, when commercial paint concerns were 
unable to supply sufficient quantities of pigment-in-oil pastes, the shipyard in 
1916 installed two iron grinding mills and proceeded thereafter to grind its own 
paste pigments. 

5. In 1924 the paint factory at the Norfolk Naval Shipyard started manufac- 
turing varnish, using formuias and processes developed by the yard’s paint lab 
oratory. Other products, such as camouflage paints for ships and submarines, 
were gradually added to the list of manufactured items. In 1925 the equipment 
in use at the Philadelphia Navy Yard was transferred to Norfolk Naval Ship- 
yard, and the present site of its paint factory (building 62) was occupied. By 
1935 the shipyard was manufacturing paints and varnishes for all the naval 
shipyards and stations located on the east coast. 

6. The paint factory has experienced tremendous growth since its modest be- 
ginning. The diversity of its products is evidenced by the listing of S87 standard 
paint and varnish compositions in the 1939 edition of Appendix 6, Instructions 
for Painting and Cementing Vessels of the United States Navy. The factory’s 
equipment now includes five-roll and three-rol! roller mills, pebble mills, steel 
ball mills, and high-speed stone mills for grinding paint, power mixers, and auto- 
matic filling machines. 

7. Housed in a three-story building, the paint-manufacturing process begins 
on the top floor where the pigments and vehicles are mixed into paste which flows 
by gravity to the grinding mills located on the second floor. The manufacturing 
process is completed on the first floor in blending tanks, with the addition of 
driers and solvents and perfection of shading and viscosity. Exhibit E hereof 
depicts in graphic form the various steps in the paint-manufacturing cycle. 
Scope of review 

8. The paint factory's operations for the fiscal year ended June 30, 1951, con- 
sidered reasonably representative of prevailing operating trends and conditions, 
were selected for the purpose of developing the unit cost data reported on herein. 
The basic cost data upon which the results of the subject study are predicated 
was accumulated from the following monthly reports compiled by the shipyard 
for submittal to the Chief, Bureau of Supplies and Accounts; viz. S. and A. Form 
285a, Paint Manufacturing Shop Cost Summary; 8S. and A. Form 285b, Paint 
Manufacturing Plant Output Cost Summary; 8S. and A. Form 419, Summary of 
Overhead Expense; 8S. and A. Form 299, Detailed Statement of Shop Expense; 
and S. and A, Form 299 B-038, Power Plant Operation Costs, Transfers, and Dis- 
tribution of Customers. While the information and data depicted thereon was 
not subjected to detailed audit and verification except with respect to direct 
material costs, sufficient tests were performed with respect thereto to substantiate 
the applicability of the costs chargeable direcly or indirectly to paint-factory 
operations. Direct material costs were analyzed in considerable detail in order 
to establish the propriety thereof and to permit the determination of freight 
charges as well as purchase discounts where applicable. 





Findings 

9. As evidenced on exhibit A hereof, the naval paint factory manufactured 
2,325,041 gallons of paints and varnishes comprised of 90 various mixtures of 
formulas during its operations in the fiscal year ended 30 June 1951. in addi- 
tion thereto, 3,326,204 pounds of vehicles and oils, consisting of eight individual 
types, and 228,830 pounds of putty of four varieties were produced. The total 
output of 6,037,734 units also included the canning of $1,814 pounds of vehicles 
and oils (raw-material stores) and the reworking of 65,845 gallons of paints. 

10. The summary of paint factory's output contained on the afore-mentioned 
exhibit A further indicates that the total cost of production for the subject 
period aggregated $4,948,669.12, inclusive of constructive costs, the application 
of which is more fully discussed in paragraphs 15 and 16 below. 

11. In accordance with paragraph 66258, subparagraph 3h (1), of the Bureau of 
Supplies and Accounts Manual, units of output for the purposes of this report 
have been grouped in the respective classes which were established thereunder 
for the specific purpose of providing a medium for the distribution of direct 
labor and indirect factory expense through the application thereto of prescribed 
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production and canning factors. Pursuant therefore to subparagraph 3h (2) 
of the manual, which denotes the particular production and canning factors to 
be utilized, direct labor and indirect factory expense have been distributed to 
the various units of output exclusive of reworked units for which production 
factors are not available, in which case the processing costs applicable thereto 
were determined on the basis of estimates obtained from the shipyard’s fiscal 
office. It will be noted, however, that the amount of paint reworked during the 
period under review constituted a rather minimal part of paint factory operations. 

12. Schedule I of exhibit A represents a detailed analysis of the paint factory’s 
costs of production for the fiscal year ended 30 June 1951. The adjustments 
reflected thereon are considered to be adequately explained in the footnotes 
appended thereto and in the related exhibits and schedules furnished herewith 
in support thereof. The ensuing commentary is therefore intended to high-light 
only those matters which are considered sufficiently significant to warrant 
emphasis or additional explanation and clarification. 

13. As indicated on exhibit A and schedule I hereof, material is the pre- 
ponderant element of cost in the manufacturing of paint and its related products. 
As a result, considerable effort was expended in reeonciling the cost of raw 
materials requisitioned for, and consumed in, the manufacture of the output 
yielded during the period under review, and in determining to the extent deemed 
feasible and practicable the delivered unit cost of raw material. The weighted 
average unit cost developed herein was based on purchased prices substantiated 
by the individual procurement contracts concerned, with appropriate adjust- 
ment to give effect to freight charges where applicable and to purchase discounts 
when available. It was thus determined, as noted on schedule I hereof, that 
material costs were understated in the amount of $253,838.67, representing a 
6.5 percent variance between the delivered unit cost of raw material and the 
standard unit cost charged to paint manufacturing. The direct material cost as 
adiusted represents $5.81 percent of total cost of production for the fiscal year 
ended 30 June 1951. 

14. In compliance with the instructions of the Bureau of Supplies and Accounts 

cited in paragraph 66258, subparagraph 3f, of the manual, no general expense 
was distributed by the shipyard to paint factory operations. For the purpose 
of this report, however, and in conformance with commercial cost-accounting 
procedures and practices, that portion of the shipyard’s general expense applica- 
ble to its industrial activities was utilized for the purpose of determining a proper 

nd allocable amount of such expense for apportionment to paint factory costs. 
Exhibit C, schedule I hereof, presents a detailed analysis of the general expense 
of the shipyard and the portion of each individual account thereof which has 
been allocated to industrial functions, based on studies periodically performed 


by 2 committee established for such purposes, subject to the approval of the 
commander of the naval shipyard, Exhibit C depicts the adjustments to indus- 
trial general expense made by the cost inspector prior to the distribution of an 


nllocable portion thereof to paint factory costs. Attention is invited to the fact 
that processing cost (direct labor and indirect factory expense), rather than 
manufacturing cost, was used as the basis for apportioning general expense to 
paint factory operations, in view of the disproportionate amount of raw material 
consumed therein. - 

15. Construetive costs consisting of significant cost elements not incurred 
directly by a Government-operated facility but which are inescapable to a com- 
m | enterprise are reflected on exhibit A, schedule I, and supporting exhibits 
Band C and are further explained on exhibit D hereof. With respect thereto, it 
is to be noted that the provision for the Government's ultimate contribution to 
the pension fund was computed on the basis of 644 percent of total straight-time 
pay, although many of the shipyard’s employees were ineligible therefor by reason 
of temporary indefinite employment status. It is nevertheless believed that the 
potential overstatement of such costs is substantially offset by the elimination of 
Federal old-age benefits tax from general expense, together with the fact that 
retirement allowances were not determined for the military personnel whose 
compensation, where applicable, was added to general expense. 

16. Provision for insurance on buildings and contents (see notes 4 and 11 of 
exhibit D) was computed at rates which are considered above average from a 
commercial standpoint but which have been represented as being proper and not 
unreasonable for application to a shipyard housing the various activities incident 
to a military establishment, as well as paint-manufacturing operations. 

17. No adjustment was required with respect to annual and sick leave allow- 
ances since an entire fiscal year was utilized for purposes of this report. 
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18. During the course of the review a representative commercial price list 
comprised of 18 of the formulas manufactured at the Norfolk Naval Shipyard was 
obtained for comparative purposes. No attempt was made to determine the 
authenticity thereof, and the variances in unit prices reflected thereon were not 
subjected to analysis. Accordingly, the comparative list is presented herewith 
for informational purposes only, together with the corresponding unit prices 
derived as a result of this review. 


Schedule of comparative prices 


Current Prices per 








Formula = Sontainer |Production,| market ; Estimated 
No. Description Container |" ‘gallons ‘| prices per | NCI per savings 
] gallon © 
gallon 
5L Light gray 5 gallons 8, 920 $2. 99 $1. 76 
6 Outside white - - . - 1 gallon 16, 008 2. 90 2.12 
do’... e . 5 gallons 160 2. 85 2.03 
DA.. Gray deck do 103, 355 2. 9 1. 71 
2.. Red deck 1 gallon 9, 702 3. 20 1. 94 
do oa 5 gallons 36, 285 3.15 1. 85 
27 Inside white 1 gallon 8, 220 3. 61 1. 83 
do 5 gallons 233, 465 3. 5 1.74 
30 ..| Enamel white 1 gallon 35, 718 2. 95 2. 10 30, 392. 45 
do : 5 gallons 44, 930) 2. 90) 2.01 40, 018. 33 
31 Inside green : 1 gallon 198 2. 95 2. 10 167. 69 
Fire retardant 5 gallons 2, 040 2. 90 2.01 1, 808. 98 
38 Black striping 1 pint 492 2. 80 1. 68 551. 43 
do 1 quart 1, 000 27 1. 58 1, 171. 70 
ao... 1 gallon... 3, 096 2. 70 1. 65 3, 261. 02 
do 5 gallons 8, 395 2. 65 1. 56 9, 177. 63 
39 Green striping 1 pint 189 3. 2. 39 153, 22 
do 1 quart 1, 150 3. 15 2. 3 978. 77 
do... ! gallon 1, 224 3. 10 2. 36 910. 11 
40 Red striping 1 pint 40S 3. 20) 2. 58 310.01 
do 1 quart 335 3.15 2. 49 221. 90 
do 1 gallon 2, 154 3. 10 2. 55 1, 195. 28 
41 Brown striping do 96 2. 80) 1. 63 112. 44 
42 Yellow striping 1 quart 1, 000 3.15 2. 77 377. 40 
do 1 gallon 1, 02 5 10 2. 84 267. 46 
80 Spar varnish, water resisting do 3, 270 2. 45 1. 82 2, 061. 11 
84/47 Zine chromate primer 5 gallons 93, 605 2. 40 2. 33 6, 552. 35 
Total. 5 ds oe be 617, 465 818, 781. 69 
COMPUTATION OF ESTIMATED SAVINGS 
Market price of above production $1, 912, 753. 2 
Paint factory’s cost of production of above items as computed by NCI 1, 093, 56 





Estimated savings.......... ee oe oka aaa ; 818, 781. 69 


Conclusion. 


19. Based on the foregoing comments, it is the opinion of this office that the 
accompanying exhibits and schedules present fairly the results of the operations 
of the paint factory, Norfolk Naval Shipyard, Portsmouth, Va., and that the unit 
costs of production developed herein are representative of actual costs to the 
fullest extent determinable in accordance with the accounting system and pro- 
cedures employed in the recordation thereof. 

C. J. KINELSKI, 
Lieutenant Commander, SC, USNR, 
Assistant to Supervisory Cost Inspector, USN, Eastern Area. 
12 October 1951. 
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ExHipiT A 
Computation of unit costs 


CLASS 


A PAINTS 





Formula 
number 


Mixture 


Packaging 











Gallons or 
pounds 
manufac- 


tured 
ee | Anticorrosive___.. 5-gallon eans 86, 915 
19, 562 
EE Wl naieniee Anticorrosive (dark 40, 035 
| Total, class A ‘ 146, 512 
| 
CLASS B PAINTS 
| Boot topping black rallon cans 7, 738 
| allon cans 29, 275 
5H Haze gr do 360, 650 
>N | Vv gray do 1, 760 
I | Light gra do 8, ¥2t 
5 NB Navy blue do 9 010 
»O Ocean era do - 2% 
6 White, glossy !-gallon cans 16, 008 
5-gallon cans 100 
13 Dull black exterior do 12 5 
16 X Copper bottom 1-gallon cans l 
| §-gallon cans 
19 Dark green deck lo 
on A | Gray deck dc 
20 B | Dark gray nonskid do 
20 L Light gray deck interior i-gallon cans 





Ca 
-gallon cans 


























Deck light gray interior do 
Red deck -gallon cans 
illon cans 
24 Black deck aillon cans 
illon cans 
27 White inside 1-gallon cans 
cans 
27 L Light gray interior cans 
cans 
28 Acid-resisting black l-gallon cans 
31 Inside green fire retardant do 
allon cans 
315 Inside light green allon cans 
allon cans 
38 Striping black 1-pint cans 492 
1-quart cans 1, 000 
1-gallon cans 3. 096 
5-gallon cans 8, 395 
39 Striping green 1-pint cans 189 
1-quart cans 1, 150 
Il-gallon cans 1, 224 
40 Striping red l-pint cans 198 
l-quart cans 335 
1-gallon cans 2, 154 
42 Striping yellow l-quart cans 1,000 
1-gallon cans 1, 020 
43 Striping blue 1-quart cans 1, 065 
SL A Inside green 5-gallon cans 2, 5R5 
46 Exterior camouflage gray do 470) 
78 Olive green 1-gallon cans 1, 000 
84 47 Zine chromatic primer 5-gallon cans 
101 | Black tinting . ..-.do 
104 | Exterior dull black do 


Antifouling cold plastic red 
| 


=o a 
Not canned 


DID i ciiinlaantens Outside gray No. 11 5-gallon cans 
i ietel daiiadl | Enamel exterior equipment light 1-gallon cans 
| gray. | 5-gallon cans 
iccndimanaen | Undereoat for wood decks ee < 
eae | Flight deck gray panne s 
BOR ss cctenincine Primer exterior red lead 1-gallon cans 16, 128 


5-gallon ecans_. 





127, 775 


a Primer metal-conditioning zine |.....do.......... 255 
chromate. 

Antifouling black cicndine 58, 255 

Cold plastic antifouling black...... 15, 900 














Total cos 


070 


96S. 
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02 











217, 
16, 
9, 
91, 
242, 
12, 
26, 
16, 
® 

2 
32, 


243, 


177, 





5, 685 


SO 
790 
791 

09a. 
960. 
988 
279 
853. 
097 
389 


214 
377, 
135, 
111. 
983. 


380 


00 
17 
30 
18 
12 
5S 
73 
29 
FQ 
35 
12 
60 
54 


BS 
27 
71 

49 
64 
47 
16 
86 


69 
85 
09 
ol 
69 
04 
49 
28 


86 


64, 000. 90 


to 


4 


NWN NWNNWNNN RK RK Kt ttt 


CD mt ee ND 
0b . 





9160 
S561 


6877 
6119 
7578 
SUSS 
8059 

4 


06 


1599 
6792 
5783 
6467 
Os 
3893 
2989 





0633 
973 

8720 
4017 
9925 
9026 
RE59 


0448 
0251 


1 This batch of paint includes 180 gallons of 5 N haze gray which was off color and was added as raw mate- 


rial at standard cost, 
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Computation of unit costs—Continued 


CLASS B PAINTS—Continued 


Gallons or 














caer Mixture Packaging eee ~l rotal cost — 
tured 
146 50......- Cold plastic antifouling black- 5-gallon cans. 
Not canned 
15 NRL-. Antifouling rubber _--.-..---- l-gallon cans 
207 NC_......| General purpose white 5-gallon ca 
257 N Light type A enamel gray 1-gallon cans 
258 N Medium type B enamel gray do 
5-gallon cans 
fl NA Ename! fire control inside black 1-gallon cans 4 
268 N Enamel exterior primer asphalt lo 4 
gloss black. 5-gallon cans 3, 000 
268 NA__...... Enamel] alkyd resin black lo 95 
’N Enamel] exterior medium navy gray. 1-gallon cans 60 
272 N Interior oi] ready-mixed light ivory do 384 
73 \ Interior oi] ready-mixed flat 5-gallon cans 12, 865 
274 N Primer sealer, interior wall l-gallon cans 204 
5-gallon cans 685 
275 N Enamel olive drab do 25 
278 N 1 coat flat deep navy gray 1-gallon cans 474 
280 N General purpose gray do 2 052 
5-gallon car 1,120 
282 N General purpose deep green l-gallon cans 192 
84. N Enamel medium gray 5-gallon cans 1, 180 
287 N “name! alkyd resin yellow do 1, 575 


























} 
k 
89 N Enamel alkyd resin, blue l-gallon can 96 208. 8 
0 N Enamel alkyd resin, green 5-gallon cans 3, 330 7, 504. 4 
N Enamel! alkyd resin, fire red 1-gallon cans--. 990 2, 775. 2€ 2. 803 
N.S Enamel alkyd resin, white 5-gallon cans 95 195. 48 2. 0577 
1] llon « 3 5 15 > 
$4 1D47.. Zine chromate, prime green e ‘ ll pee x on 51,282 2 7483 
= Chlorinated rubber, red deck do 15 58. 89 3. 9260 
a Chlorinated rubber, gray deck d 0) 102. 02 3. 4007 
Chlorinated rubber, interior white d . 110 63. 82 O74 
Chlorinated rubber, interior green te 25 82. 00 2800 
Total, class B ” 1, 893, 401 3, S82, 129. ( * 
CLASS C PAINTS 
14- Wa... .e Varnish mixing 50-gallon cans 7, 900 $12, 154.09 | $1. 5385 
21 Stain, flight deck 5-gallon cans 28, 815 24, 224. 61 8407 
. 1-gallon cans 5, 718 74, 975. € 2. 099 
30. Enamel white.- Seale n cans 44, 930 90, 278. 67 2 oan 
Ghspnianti Striping brown l-gallon cans 96 156. 36 1. 6288 
” , ; , f 1o 1, 800 1. 80 . 7510 
A] Varnish asphalt \5-callon cans 6. 385 4 221. 22 6€11 
55-54 é Varnish mixing j n cans 200 12. 99 1. 5650 
45: Varnish, spar allon cans 3, 270 5, 950. 39 1. 8197 
&5 Sclancacn do 50-gallon cans_. 1, 060 1, 622. 11 1. 6221 
Gea Varnish, mixing do 84, 05 145, 385. 16 1. 7298 
113 ‘ Vinylindene resin solution 5-gallon cans --- iO 78. 99 1. 5798 
113-49... Vinylindene resin solution orange lo 105 181, 92 1. 7325 
pigment. 
247 Varnish, motorboat 1-gallon cans... 7, 212 13, 268. 74 1. 8397 
253 N.. Varnish, interior 5 do 1, 002 1, 662. 72 1. 6594 
50-gallon cans 16, 000 22, 210. 43 1. 3882 
260 N.. Liquid paint drier do 1, 70 1, 515. 72 8916 
264 N....-.- Varnish, aluminum mixing 1-gallon cans 27, 270 47, 063. 78 1. 7258 
1-quart cans 203 347. 86 1. 7136 
276 N........| Paint, heat resistant aluminuin --. 5-gallon cans 4, 600 8, 483. 90 1. 8443 
279 N.. Varnish, mixing. 50-gallon cans_. 4, 10 7,7 78 1. 8936 
281 N Interior emulsion paste l-gallon cans 1, 560 } 55 2. 1324 
No number..| Varnish, spar, water resisting - do 2, 130 3 1. 7627 
5-gallon cans_-_. 2, 080 } 1. 6728 
Total, class C_...-.. eel aetna 282, 176 473, 771. 70 . 
CLASS E PAINTS 
~ 


9B... ctenceoen Varnish, shellac, green. -.--.--.- l-gallon cans_.. 2, 952 $9, 182.16 | $3. 1105 
| Total, class E 7 iene 2, 952 9, 182. 1¢ 
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Computation of unit costs—Continued 


CLASS F PAINTS 


Gallons or 
pounds 
manufac- 
tured 


Formula 


number Total cost 


Mixture Packaging 


Putty, boat ‘ 50-pound cans 2 9, 400 a 61 | $0. 1124 
Putty, slate color 12'4-pound cans 23,975 582. 18 _ 3980 
Putty, red lead 22-pound cans 2 6, 380 . 68 . 3139 

25-pound cans 2 10, 925 3, 47 . 3139 
Putty, white. __. 1214-pound cans 2 198, 150 E 79 _ 2407 


Total, class F i 2 228, 830 
CLASS G PAINTS 


No number Linseed oil blend kate Not canned 2,118 $3, 741 

Do Vehicle for F14 é do 117, 209 26, 592. 

Do Vehicle for F10545 do 75, 400 10, 286. 

Do Vehicle for F14650 do 45, 857 6, 153. ‘ 

2 Phenolic solution do 111, 071 32, 733. 5 
15 HP Plastic antifouling 50-gallon cans 262, 160 62, 944 
580-pound cans 2, 299, 120 526, 182 
106 NA Exterior cold water 5-gallon cans 320 241 
143 Phenolie vehicle Not canned 402, 949 71, 406 


740, 284 


Total, class G 2 3, 326, 204 


UNCLASSIFIED? (CANNING PROCESS ONLY) 


No number Chinawood oil 2424 $0. 3497 
Do Volatile mineral spirit 390 0300 


lotal, unclassified 814 
REWORKED 


lotal, reworked 5, 845 $32, 344. ( 
Grand total ‘ i, , Te 4, 948, 669. 
2 Pounds 


3 The item entitled ‘‘Unclassified”’ is not a manufactured product. The cost shown is for canning 
packaging. 
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Computation of unit costs—Continued 


SUMMARY 


Production, gallons or | Labor and Material Total 


pounds overhead 4 


146,512 gallons 2: ). 99 $227, 601. 46 $252, 878. 45 
1,893,401 gallons 50. 11 | 2, 938, 478. 92 3, 382, 129. 03 
282,176 gallons 52, 079. 89 421, 691. 81 473 70 
2,952 gallons 552. 28 8, 629. 88 9, 182. 16 


228,830 pounds 34, 960. 26 20, 808. 47 55, 768. 73 


“lass a 3,326,204 pounds 130, 615. 38 609, 668. 96 740, 284. 34 
nelassified 91,814 pounds 718. 79 1, 591. 92 2, 310. 71 
teworked _. 65,845 gallons 14, 341. 22 18, 002. 78 32, 


Total 6,037,734 701, 194. 92+ | 44, 246,474. 20 4, 948, 669. 12 


‘The distribution of labor and overhead expense was accomplished by the use of the following factors 
prescribed in vol. VI of the Bureau of Supplies and Accounts Manual, par. 66258, subpar. 3h (2 


Class Fact 


a) Production 


b) Canning 


1-pint cans 
l-quart cans 
1-gallon cans 
§-gallon drums 
50-gallon drums 
1244-pound putty 
(c) Pigments 
25-pound cans 
50-pound cans 


No factor was prescribed for distribution of labor and overhead expense to rework 
comments, 


ScHEDULE 1.—Statement of cost of production fiscal year ended June 30, 
Costs payable from 


Per ship- 
yard's Adjustr 
records 


Direct. labor $197, 34 
Direct material 
Raw material , 737, 5 7 $247, 64; 91 
Containers 55, 6, 1900. 76 
49. 573 
1¥, OY]. ( 


+ 1,063. 70 


5 111, 536. 04 


Indirect factory expen 


General expense 


Total cost of produc- 
tion 500, 002. 72 % . 1 ! 5 2, 710. 22/4, 948, 669 


Represents the difference between Navy s lar es utilized by the shipyard and tt 
iverage unit prices computed by the Navy cost inspector from Navy procurement contracts after 
idjustment to give effect to freight charges and purchase discounts where applicable 

Elimination of cost of palletizing (see exhibit B and note 1 of exhibit D 

Adjustment to depreciation on buildings, machinery, and equipment utilized by paint factor 
exhibit B and note 5 of exhibit D 

ition on build 
industrial activities of the shipyard 
§ Industrial general expense allocated to paint factory 
6 Adjustment to give effect to eonstructive costs as deta 


Adjustment to give effect to constructive costs as detail 
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ExuHipir B 
Computation of allocable indirect factory expense, fiscal year ended June 30, 1951 


Factory overhead expense per exhibit B, schedule I_-___-___ ... $310, 020. 32 
Deduct: 
Miscellaneous labor: Receiving, crating, palletizing, 
and shipping (note 1) : eecliwa . $17, 006. 90 
Miscellaneous consumable supplies : Receiving, crat- 
ing, palletizing, and shipping (note 1)---------. 32,566. 40 
——__ 49, 573. 30 
Subtotal - ‘ mane ‘ wine _.. 260, 447. 02 
Add: 
Constructive costs: 
Government’s contribution to retirement fund 
(note 2) $22, 853. 49 
State of Virginia, capital tax on inventories, 
(note 5) 35, 500. 00 
Insurance, inventories (note 4) . 15, 000. 00 
Other: 
Insurance, investories (note 4) 15, 000, 00 
Depreciation on buildings, machinery, and 
equipment (note 5) -“ 19, 091. 07 
92, 444 
‘otal . 352, 891. 5 


Kiefer to exhibit D for explanatory comment re above footnotes. 
Detailed statement of indirect factory expense, fiscal year ended 
June 30, 1951 


Account Amount 
Miscellaneous labor, shop and toolroom j ._.. $11, 299. 91 
Miscellaneous consumable supplies on . 19, 713.18 
Office labor 7 _. TOS. 
Miscellaneous labor, receiving, handling, crating, palletizing, and 

shipping whe 70, 937. 
Miscellaneous consumable supplies for handling, crating, palletizing, 

and shipping_ ~~ : ; salad an 88, 059. 
Fuel a : ocd . sellin 5, 458. 
Safety ; 
Time allowed pephdicedibn: 
Instruction of employees__ 
Travel time aa i * " Reto 
Sick leave : . : a caieisiaanta nie ae 9, O97. 
Annual leave_- 2 a seca ic 23, 779. Se 
Holiday leave af ; heceeel ace . 7, 403. 44 
Supervision ~~ a : z “ 15, 372. 
Coding error ; lea eae id a ‘ (4. 
Repairs to miscellaneous equipment silanated ible 9, 082. 
Repairs, plant appliances_._..._-.---~- 4, 282. 
Repairs, machinery and machine tools_- sacl side 20, 400. 7 
tepairs, portable power tools acne 7 anes 273. 
Repairs, loose and hand tools__-- , 54. 
Power i aa aaa re ; 6, 634. 
Repairs to building and structures_____-_ 3 ’ 1, 030. 
Depreciation, machinery and equipment 8, 764. 


Paint factory indirect factory expense before adjustment____ 310, 020. ¢ 
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ScHEDULE II.—Summary statement of indirect factory expense and direct labor 
productive and process shops fiscal year ending June 30, 1951 


‘ Factory over- : 
Shop : : irec ) } 
10] hand Direct labor Total 


PRODUCTIVE SHOPS 
Ship fitter $ 825. 16 $ 5, 474. 40 
Sheet metal 914. 73 76, 800. 5 
Forge - 7, 108. 01 201, 466. 5 
Welding 5 9, 999. 01 50, O51 
Inside machine. --- 123, 198. 66 3, 673 
Optical. , 103. 55 354, 812. 
Outside machine 785, 177. 39 
Boiler 295, 150. 28 
Electric 752. 93 
Pipe and cop] 
Woodworking 
Electronics 
Boat. 
Paint shop 
Riggers and laborers 
Sail loft 


Temporary service 


t 


Total productive shops 


PROCESS SH 


30, 488 


Grand total 0, 924, 37: 26, 538, 649. 00 


Detailed on exhibit B, schedule I, 
2? Per SandA Form 269. 





332 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


EXHIBIT (¢ 


Computation of general expense allocable to paint factory operations yea: 
ended June 30, 1951 


il general expense apportioned to industrial functions, per exhibit C, 
hedule I $10, 725, 885 
Deduct expenses considered inapplicable to paint factory opera- 
tior 

Ordnance offices (note 6 $10, 636. 12 

Fire protection (other than mobile) (note 7 59, 125. 00 

Drafting (note 6 908, 710. 00 
Engineering (note 6 276, 700 


”) 


Electronics offices (note 6) 95. 475 
Federal Insurance Contributions Act (note 8 87, 686 
M iscellaneous power connections, gangway service, berthing 

note 6 60, 435 
Receiving, storage, and shipping of inert ordnance (note 6 25, 617 
Packaging and packing (other than household goods) (note 

f ; .. 86,983 
Household goods (storage) (note 6 933 
Household goods (other than storage) (note 6 9, 529 
Cyclic preservation (note 6) 2t, 258 
Initial preservation (other than new procurement) (note 6 
All other preservation (note 6 
'raffic shipping (note 6 
Locomotive cranes (note 6 
Oxygen distributing systems (note 6 
Water front and water-front structure note 6 

2, 485, 044. 20 


il general expense apportionable to paint factory operations $8, 240, 841. 00 
) of applicable industrial general expense to total general expense (industrial 
and nonindustrial), 44.09 percent 
Add cor ictive costs (note 12 
Military pay (note 9) $101, 188, 24 
Government's contribution to pension fund (note 2 $21, 955. 93 
Real-estate taxes (note 10 1, 361, 749. 08 
Sta f Virginia capital tax on inventories (note 3 4,144. 67 
on buildings and improvements (note 11 747, 681. 26 
on inventories, machinery, and equipment (note 
369, 795. 07 
$2, 906, 514. 20 
machinery, and 


2, 980, 667. 46 


eneral expense for allocation to paint factory operations 
isted 221, 508. 46 
ibor and indirect factory expense of productive and process shops 
3 iule II 37, 463, 027. 68 
wr application to paint factory operations, 29.95 percent 
t factory expens 507, 367. 19 
ctory operations 
$111, 536. 04 
1, 063. 70 
39, 356. 73 


151, 956, 47 


‘fer to exhibit D for explanatory comment re footnotes 1 to 11. 
tribution of constructive costs to industrial general expense for allocation to paint- 


is been determined as follow 


Total appli 
cable to 

all gener i] 
ex; ense 

functions 


Amount allo- 
cable to 
industrial 
activities 


$299, 503. 84 

730, 4.39 

3, OSS, 566. 64 

9, 400, 45 

I ind im \ 1, 695, 806. 89 


entories, m¢ ner in jwWipmet 838.7 


6, 592, 230.00 


i] general expense apportionable to paint-factory operations (44.09 percent $8, 240, 841. 00 
general expense, per exhibit C, schedule I 18, 690, 995. 63 
| constructive costs ($6,592,230) Xrate applicable to industrial activities (44.09 per- 


smount of constructive costs allocable to industrial activities of shipyard 2, 906, 514. 20 


ijustment for depreciation on buildings, machinery, and equipment resulting from 
mposite rate related in note 5of exhibit D, was distributed to industrial general expense 
} f 


e above derived rate of 44.09 percent. (Total adjustment ($95,815.64) Xrate applicable to 
es (44.09 percent) = $74,1 2% 
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ScHEDULE I.—Detailed statement of general erpense 


Allocation 


Account classification 


Administrativ 
Command administration 
Aeronautics offices 
Ordnance offices 
Accounting, disbu 
Bureau of Ships offic 
Planning and estin 
Public works office 
Employ! it ar 
Progre Division 
Legal and procurement 
Blueprinting and phot¢ 
Printing 
Other duplicating 

fety 


ire prote 


I 
I 
] 
I 


| mat 
| data an 
technical 
I 
Cyclic preservation of mate 
Inventory control; stock cor 
Inventory control, issue control 

Inventory control, receipt control 

Inventory control, ¢ sccountat 

All other inventory control 

lraffic, receiving 

rraffic, shipping 

Traffic, delivery 

All other traffie 

Procurement, purchase 

Procurement, purchase documents preparation 

Procurement, contract administration 

Procurement, requisition and other 2 
Al] other procurement 1, 489. 79 
Storage, rewarehousing 20, 208. 85 


rial 


trol 


Storage, all other storage 289, 438 
Storage, fuel, drum storage 24. 07 
Storage, fuel, drum filling 3 
All other fuel storage 

Packaging and packing (other than household good 

Household goods (storage) 

Household goods (other than storage 

Initial preservation of new procurement 

Cyclic preservation 

Initial preservation, other than new procurement 

All other preservation 

Labor and equipment offices 
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SCHEDULE I Detailed statement of general expense—Continued 


Allocation 
Total 
Account classification general 
Nonindus- expense 


Industri trial 


Supply system—ContInued | 
Labor and equipment, building services . $3, 668 $11, 834 
Janitor services , 049. ¢ 35, 644. 55 
All other labor and equipment services 25, 464. ¢ 56, 82, 143 
Disposal 58 ‘ 188 
Miscellaneous equipment , 756. 4 28, 246 
Office equinment , 127 ; 3, 638 
Plant appliances 620 , 83: 454 
Loose and hand tools Sl 264 
Unclassified 37, 753 21, 786 
Depreciation 58. 4 é ‘ , 575 
Power oy ¢ 82, 415 


Total supply system expense 72.75 | 2,362 ¢ é 105 


Transportation 
Locomotives 34, 567. 2 
Rolling stock , 33 ; 806 
scellaneous railroad »{ y 760. 2 


Locomotive cranes 

Other weight-handling equipment 

W ater trans”ortation 

rrucks, tractors, trailers, and semitrailers 
Station wagons, busses, motorcycles, scooters 
Passenger-carrying vehicles 

Mobile fire apparatus 

Garages 

Shivping cranes and operating mechanisms 
Material-handling equipment 

Unela ied 

Depreciation 

Power 


rotal transportation expense 


tems and distributing systems other than 


tures 


vork areas 158 
roads 17,3 359 
192. 7 
, O68 
age and storm drainage 735 , 157 
crap, and garbage removal l > 19, 870 741 
noval and street cleaning 3¢ 956. 3 589. 5 
Bridge ( 49 98, 
Recreation area (swimming pools, tennis courts, etc.) 9,178 9,178 
Malarial and pest control 3, 632 2, 421. ¢ 6, 053. 45 
Incinerator 47 , 870. 76 13, 117. 94 
Miscellaneous construction equipment 5 12, 157 24, 314. 89 
I la ed 6, 41 4,046 40, 461. 51 
Depreciation . 162, 394. 5 331, 623. 12 
I I l,é ) 20, 444 41, 749. 75 


lotal, grounds and ground structures ; a 312, 173. 64 641, 046. 72 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 335 


ScHEDULE I.—Detailed statement of general e#pense——Continued 


Allocation 


Nonindus- 


Industrial trial 


Water front and water-front structures: | 
Wharves, piers, and quays ‘ F . $32, 575. , 863. 53 $81, 439. 21 
Shipways ea e a = . j ‘ , 066. 24 1, 066. 24 
Drydocks. __-- Pei | 179,000 , 205. 55 75 
Floating equipment So Sapiddcawnid : fon, 7, 536 26, 305. 30 3, 842. 16 
Dredging sieabtniads | , BOR. 4: 65 25, 996. 08 
Unclassified ‘ d 5, 5, 778. 32 31, 556. 65 
0 OS SEES a Pee . . . 354, 44: 248, 890. 44 03, 333. 60 
POPU. wats pedewipene : svended - , 513. 4! 3, 702. 36 33, ‘ 81 


Account classification 
| 
| 
| 
| 


Total, water front and water-front structures - —- 29, 246. 36, 4 39 50 


=e9 


Power generation and distribution... __- ats 752, 591. 05 752, 591. 05 
Personnel facilities, hospitals, ete , 7 ‘ }, 329. 04 476, 329. 04 


Disability odambniad 5 ’ i 2 182, 757. 12 


Total general expense. ---.--- ss ake = , 885. 4 7 810.43 ! 18,690,695.63 


1 Per S. and A. Form 419, 
ExHIBIT D 


EXPLANATORY COMMENTS WITH RESPECT TO FOOTNOTES REFERENCED ON EXHIB!" 
AND SCHEDULES OF REPORT 


1. The cost of pallet tops and bottoms is considered a warehousing expense 
and accordingly has been excluded from paint manufacturing costs. 

2. Provision for the Government’s ultimate contribution to the retirement fund 
has been computed at the rate of 644 percent of total basic salaries and wages, 
overtime compensation having been excluded to the extent ascertainable, which 
rate has been established as currently appropriate based on the prevailing ac- 
tuarial experience reported by the Civil Service Commission. 

3. For the purpose of computing a provision for State of Virginia capital tax, 
taxable capital was necessarily limited to the estimated value of inventories on 
hand as at January 1, 1951, in view of the fact that other elements of taxable 
capital, if any, are not readily susceptible to determination under an appropri- 
ation-type system of accounting. The effective tax rate of 75 cents per $100 of 
valuation was utilized with respect thereto. 

4. The constructive cost for fire insurance on machinery, equipment, and inven- 
tories was calculated by the application of a rate of $1.775 per $100 valuation, 
in accordance With the opinion obtained from a leading brokerage firm in the area, 
for application to a naval shipyard and its activities. Initial costs were accepted 
as insurable values for machinery and equipment, since it would appear that 
the accumulated depreciation thereon has largely offset increased replacement 
costs. Estimated cost, based on average inventories on hand, was used as the 
insurable value for determining the cost of insurance on inventories. 

5. Provision for depreciation of the machinery and equipment utilized by the 
paint factory was computed in accordance with the rates set forth in Bureau of 
Internal Revenue Bulletin F (rev. 1-42) applied to the cost of the individual 
items concerned. Depreciation on other paint factory plant assets, as well as the 
total depreciable plant assets of the general and administrative and service 
departments of the shipyard, was determined by the application of a composite 
rate of 3144 percent of cost, which rate is reported in the Accountant’s Handbook, 
second edition, as being recommended for usage with respect to shipyards by the 
committee on depreciation of the Atlantic Coast Shipbuilders’ Association 

6. Considered inapplicable to the paint factory in view of the fact that none 
of the services or functions represented thereby were availed of directly or 
indirectly in the operations incident to the manufacturing of paint. 

7. Considered of doubtful propriety for inclusion in general expense allocable 
to paint factory operations, in view of the acceptance of commercial rates for 
fire insurance coverage for purposes of this report. In any event, the subject 
exclusion has little effect on the apportionment rate derived. 

8. Excluded from general expense for reasons set forth in paragraph 15 of 
the report comments. 
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9. Allowance for military pay was derived from information contained on 
the monthly report of Directory of Officers, 5\ND-NNSY-1040, and is comprised 
of those officers whose prime duties are related directly or indirectly to the 
operations of the paint factory 

10, Provision for real-estate taxes was computed at a rate of $2 per each $100 
of assessed valuation. Since assessed valuation for real-estate tax purposes is 
based on 70 percent of 1940-41 market values, which are undeterminable in this 
instance, initial costs were accepted as assessed values for purposes of this report 
on the theory that the low cost of plant assets acquired prior to 1940 may be 
partially offset by the elimination of the 70-percent clause. 

11. A rate of $1.008 per $100 valuation was utilized in computing a provision 
for fire insurance on buildings and improvements, based on information received 
from the source noted in note 4 above. To compensate for present increased build- 
ing replacement costs, 158 percent of initial costs was considered to represent 
a reasonable insurable valuation. The application of this appreciation factor 
is supported by statistics compiled by E. H. Boeckh and Associates, nationally 
known appraisal engineers, and is indicative of the increase which has occurred 
in building costs since 1946. 


FLOW CHART 
of 
PAINT MANUFACTURE 
NORFOLK NAVAL SHIPIARD REPORT OW COST STUDY OF 
PORTSMOUTH, VIRGINIA PAINT MANUFACTURING 
Bak MATEAEALS 


it Vehicles | Containers 
Pigments ican 


fron fron 
Bldgs. 383,297,61,206 Under Gr. Tanke 


Bldg. 275 
Varnish 
4 


Plastic 
House 


Varnish Plastic 


Processing Processing 
Kettle Kettle 
Storage 
Tanks 


Shading 
Cutters a 


Bldg. 276 Supply Shipper 
Bldg. 280 Supply Stock 
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OaKkwuAND Exuisrr 2A 


PAINT MANUFACTURING SHOP, MARE ISLAND NAVAL SHIPYARD, 
VALLEJO, CALIF.—REPORT ON COST STUDY OF OPERATIONS FOR 
THE PERIOD JANUARY 20 TO JUNE 19, 1951, INCLUSIVE 


The report on the cost study of paint manufacturing at the Mare Island Naval 
Shipyard, Vallejo, Calif., based on operations during the fiscal year ended June 
30, 1951, was made by the Navy Cost Inspection Service to serve as a basis of 
study and comparison with commercial paint manufacturing. This study, to- 
gether with a similar one made at the Norfolk Naval Shipyard, Portsmouth, 
Va., is being used by a selected committee of the National Security Industrial 
Association for the purpose of additional analysis and comparison of the cost of 
Navy paint manufacture with that of commercial manufacture. 


CONTENTS 

Comments. 
Summary of average unit costs of finished products manufactured 

during the period January 20 to June 19, 1951, inclusive Exhibit A 
Summary of unit costs of finished products manufactured during the 

period January 20 to June 19, 1951, inclusive ‘ ‘xhibit B. 
Summary of total costs of finished products manufactured during the 

period January 20 to June 19, 1951, inclusive : txhibit C. 
Summary of cost of operations for the period January 20 to June 19, 

1951, inclusive ca sates DERIVIC DD and 

schodules 1 to 16 


Reconciliation of production per plant output cost summaries (S and 
A Form 285b) with reconstructed production for the accounting 


period February 1 to June 30, 1951, inclusive Production pe riod Lxhibit 
January 20 to June 19, 1951, inclusive enn7~ oe ~ 


schedules 


COMMENTS 


PURPOSE AND SCOPE OF STUDY 


1. In accordance with the request of the Chief of the Bureau of Supplies and 
Accounts, the supervisory cost inspector, western area, has conducted a cost 
study of the operations of the paint manufacturing shop, Mare Island Naval 
Shipyard, Vallejo, Calif., for the purpose of determining the cost of manufactur- 
ing each of the various paint products, packaged ready for shipment 

2. The cost study covered the period January 20 to June 19, 1951, inclusive, 
and the costs developed by the supervisory cost inspector for the paint products 
manufactured during that period are summarized in exhibit A and detailed in 
the accompanying exhibits and schedules. 


COST CENTERS 


3. To determine costs applicable to the various paint products, operations 
were segregated into the following cost centers: 

(a) Raw material handling and storage. 

(b) Mixing and milling: 

(1) Steel ball mills. 

(2) Pebble mills. 

(3) Special pebble mill, 
(4) Five-roller mills. 
(5) Three-roller mills. 
(6) Hvyspeed mills. 

(7) Putty mills. 

(ec) Rosin crushing and melting. 

(d) Cooking. 

(e) Cooling and storage (manufactured ingredients and finished products) 

(f) Mixing (products produced by mixing only). 

(7) Hot plastic paint milling, drumming, and weighing. 

(h) Canning and recanning. 

Operating costs were accumulated within these cost centers (see exhibit D 
and supporting schedules). By studies of statistical information maintained at 
the paint manufacturing shop, the supervisory cost inspector was able to de- 
termine the output of each cost center and the time the facilities thereof were 
utilized for each of the individual products. This information was used as a 
basis for the allocation of operating costs accumulated within each cost center 
to the individual products processed therein. 
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4. As will be noted, the supervisory cost inspector has not provided for the 
accumulation of costs incurred by the Government for the following operations: 

(a) Palletizing and strapping of finished paint products. 

() Industrial laboratories. 

The reasons for the nonconsideration of these costs are as follows: 

(a) Palletizing and strapping of finished paint products is not considered to 
be a manufacturing cost, but rather a storage and handling cost. Paint products 
purchased by the Department of the Navy are not required to be palletized and 
strapped by the vendors, and when received at the shipyard they are subjected 
to the same type of palletization as the paint products manufactured by the 
paint manufacturing shop. 

(b) Since the industrial laboratories perform analyses of and develop formu- 
lae for paint purchased from commercial sources as well as for Navy paint 
manufacturing shops, and no cost therefor is included in the cost of commercial 
paint purchased by the Government, the supervisory cost inspector has not 
included any individual laboratory costs in the operating costs of the paint 
manufacturing shop. 

DEVELOPMENT OF COST DATA 


5. The costs developed are composed of— 

(a) Costs payable from current naval appropriations. 

(b) Constrluctive costs not normally taken into account in determining costs 
of a Government operation. 

The costs payable from current naval appropriations, and production volume 
data set forth in exhibit E and accompanying schedules, were developed from 
fiscal records maintained at the Mare Island Naval Shipyard and from infor- 
mation furnished by cognizant personnel attached thereto. 

6. Acquisition costs of materials incorporated in the individual formulas as 
set forth in exhibit C, were developed by reference to vendors’ invoices and 
related contracts, adjusted for cash discounts and incoming freight charges 
where applicable. 

7. Constructive costs include allowances for depreciation, property taxes, 
State of California franchise tax, insurance, the Government’s contribution to 
the retirement fund, and the excess of utility costs occasioned by the difference 
in rates quoted by supplying utility companies for independent plants of a simi- 
lar size and the rates used by the shipyard in billing its component activities. 
Attention is invited to exhibit D, schedule 16, wherein is contained a detailed 
elaboration of the constructive cost elements. 

8. As set forth in footnote 11 to exhibit D, an allowance of 5 percent of total 
operating costs (costs payable from current naval appropriations and construc- 
tive costs, but excluding direct material costs) has been included, as a conserva- 
tive measure, as general and administrative expenses. Elimination of this cost 
factor would result in a decrease in cost of finished paint products approximately 
as follows: 

Per gation 
Gallon units—- ; ; sets ; 5 _... $0. 01076 


Pound units_- - ’ jor a ii id . 00101 


GENERAL COMMENTS 


9. In the presentation of the cost findings the supervisory cost inspector has 
considered it appropriate to set forth on exhibit A the manufacturing costs apart 
from the direct material costs for the reason that direct material costs are 
subject to fluctuation within relatively short periods of time and allowance for 
any such fluctuation would, of necessity, have to be taken into consideration in 
comparisons of paint product costs. 


IN CONCLUSION 
10. It is the opininon of the supervisory cost inspector that the accompanying 
exhibits and schedules present fairly the operating costs plus applicable con- 
struction costs of the paint manufacturing shop, Mare Island Naval Shipyard, 
Vallejo, Calif., during the period January 20 to June 19, 1951, inclusive. 
W. H. HowLanp, 
Commander (SC) USN, Supervisory Cost Inspector, Western Area. 


Ocroser 1, 1951. 
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EXHIBIT D 


Summary of cost of operations for the period Jan. 20 to June 1, 1951, inclusive 


Costs payable 
Foot- | from current | Constructive 
notes | naval appro- costs 
priation 


premium 
ce, and indirect labor 
‘ 


remiurn 
s, and sick leave 


urance 


iuxiliary ¢ 


uipment 


and auxiliary equipm 
fachinery and equipment, fire 
Inventories, fire 
Other 
Property taxes 
Buildings, land, and land improven 
Storage tanks and auxiliary equip 
Machinery and equipment 
Inventorie 
Repairs and maintenance 
Building 
Storage tanks ! 
Machinery and equipment 
Utilities 
nower 


itic power 


5 percent of 


SCHEDULE 1.—Summary of cost of operations by cost centers for the period Jan. 20 
to June 19, 1951, inclusive 


Costs payable 

from current Constructive 

naval a pro- costs 
priation 


Cost center 


indling and storage (exhibit D, schedule 2 $34, 283. 3 
exhibit D, schedule 3 19, 330.5 
ibit D, schedule 4 16, (05 

ll (exhibit D, schedule 5 699, 55 
exhibit D, sche ”» 9 
lls (exhibit D, sc 
exhibit D, schedu 
ibit D, sehedul 
ind melting (exhibi 
D, schedule 11 
exhibit D, set 


», schedule 13 
n g, drumming, and weighing ( 


exhibit D, schedule 
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SCHEDULE 2.—Warehousing and storage costs for packaged raw materials and 
containers stored in warehouse and for bulk liquid raw materials stored in 
tank farm for period Jan. 20 to June 19, 195.1, inclusive 


Foot- 


not 


Direct labor 
Straight time 
Overtime premium 
Supervision, office, and indirect labor 
Straight time ine 
Overtime premium 
Payroll burden: 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 
Depreciation 
Buildings ; : 
Storage tanks and auxiliary equipment 
Warehousing equipment 
Insurance 
Building, fire 
Storage tanks and auxiliary equipment, fire 
Warehousing equipment, fire 
Inventories, fire 
Other 
Property taxes 
Building, land, and land improvement 
Storage tanks and auxiliary equipment 
Warehousing equipment 
Inventories 
Repairs and maintenance 
Building 
Warehousing equipment 
Storage tanks and auxiliary equipment 
Utilities 
Electrical power 
Pneumatic power 
Water 
Gas 


See exhibit D, schedule 16, for explanatory footnotes. 


SCHEDULE 3.—Mizing and milling costs, steel ball 
inclusive 


June 19, 1951, 


Foot- 


notes 


Direct labor 
Straight time 
Overtime nremium 
Supervision, office, and indirect labor 
Straight time 
Overtime premium 
Payroll burden: 
Vacations, holidays, and sick leave 
Retirement 
Comrensation insurance 
Depreciation 
Buildings - - 
Machinery and equipment 
Insurance 
Buildings, fire 
Machinery and equipment, fire 
Other 
Property taxes 
Buildings, land, and land improvements 
Machinery and equipment 
Repairs and maintenance 
Buildings 
Machinery and equipment 
Utilities 
Electrical power 
Water 


Total 


See exhibit D, Schedule 16, for explanatory footnotes. 


Costs payable 

from current 

naval appro- 
priation 


Constructive 
costs 


$15, 666. 13 
202. 68 


$15, 666 
202 
3, 528. 61 3, 528 


212. 89 212 


}, 121. 81 3, 121.8 
1, 396. 


280. ‘ 


71 
402. 04 


852. 90 


140. 18 
128, 41 


21. 68 


1, 727 
143 


2, 816 


91, 933. 86 


mills, for period -Tan. 20 to 


Costs payable 

from current 

naval anpro- 
priation 


Constructive 
costs 


Total 


64. 69 
2, 100. 87 


fi 


3. 77 
72. 530 


] 


19, 390. 52 
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SCHEDULE 4.—Mizing and milling costs, pebble mills, for period Jan. 20 to June 
19, 1951, inclusive 


Costs payable 
Foot- | from current | Constructive 
notes | naval appro- costs 
priation 


Direct labor 
Straight time $8, 483. 2: 
Overtime premium 653 
Supervision, office, and indirect labor 
Straight time 3, 146. 
Overtime premium 259. 
Payroll burden 
Vacations, holidays, and sick leave : 1, 666. 7 
tetirement 3 
Comrensation insurance 
Depreciation 
Buildings 155. 9: 
Machinery and equipment j 271 
Insurance : 5 
suildings, fire f 15 
Machinery and equipment, firs ¢ 9 
Other 17 
Property taxes ‘ 
Buildings, land, and land improvements | 176. : 
Machinery and equipment 79 164. 7 
Repairs and maintenance 
Buildings 3. 76 67 
Machinery and equipment 5. 89 1, 904 
Utilitie -- 
Electrical power ‘ 33. 50 398, 
Water 5. 06) 103. ¢ 


otal 1, 794. 87 18, 400 


See exhibit D, schedule 16, for explanatory footnotes 


SCHEDULE 5 Viring and milling costs, special pebble mill, for period Jan. 20 
to June 19, 1951, inclusive 


Costs payable} 
Foot- | from current | Constructive 
notes | naval anpro- costs 
priation 


Total 


Direct labor * 
Straight time $3 $314. 81 
Overtime premium 24. 25 24. 25 

Supervision, office, and indirect labor pe sch : 
Straight time e 116. 76 
Overtime premium { 9 

Payroll burden 
Vacations, holidays, and sick leave - 85 61 
Retirement q - ‘ , 27 


Compensation insurance . 6. 


137 
0 


107 
ind equipment, fire 7.5 17. 5 


Buildings, land, and land improvements 54 
Machinery and equipment 

id maintenance 
Buildings 


Machinery and equipment 


we 


ry footnotes 
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SCHEDULE 6.—Mizring and milling costs, five-roller mills, for period Jan. 20 to 
June 19, 1951, inclusive 


Costs payable 
Foot- | from current ;Constructive 
notes | naval appro- costs 
priation 


Direct labor ‘ 1 
Straight time ‘ ' $11, 880.8 
Overtime premium 915. 20 
Supervision, office, and indirect labor sean 
Straight time , 4, 343. 11 
Overtime premium ke aaa 357 357. 79 
Payroll burden: 
Vacations, holidays, and sick leave * 5 2, 325. : 
Retirement ail ‘ : 1,040 
Compensation insurance 
Depreciation. - 
Buildings 
Machinery and equipment 
Insurance 
Buildings, fire 
Machinery and equipment, fire 
Other . 
Property taxes 
Buildings, land, and land improvements 
Machinery and equipment 
Repairs and maintenance 
Buildings Ried 60. 06 
Machinery and equipment. --- 2, 559. 87 
Utilities ___- . 
Electrical power ; 741. 63 
Water 209. 46 


ROG. ncanavus a ee 23, 393. 18 
See exhibit D, schedule 16, for explanatory footnotes, 


SCHEDULE 7.—Mizing and milling costs, three-roller mills, for period Jan. 20 
June 19, 1951, inclusive 


Costs payable 
Foot- | from current | Constructive 
10tes | naval appro- ( 
priation 


Direct labor__--- ‘ — oon 7 
Straight time ‘a ans leon $12, 914 
Overtime premium . ; 994 

Supervision, office, and indirect labor 
Straight time ‘ ; 5 sé , 789. 
Overtime premium sie Selvin daede pushed 394. 3: 

Payroll burden: 

Vacations, holidays, and sick leave_---- 2, 537. 
Retirement } 
Compensation insurance 

Depreciation. --- 

Buildings. J 
Machinery and equipment 

Insurance 
Buildings, fire 
Machinery and equipment, fire 
Other 

Property taxes atts 
Buildings, land, and land improvements 
Machinery and equipment 

Repairs and maintenance 
Buildings 
Machinery and equipment 

Utilities 
Electrical power 
Water 


Total 


See exhibit D, schedule 16, for explanatory footnotes. 


25062—58——24 
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SCHEDULE &. 
June 19, 1951, 


labor 
t time 
rtime premium 
ision, Office, and ir 
raight time 
ertime premium 
burden 
‘ations, 
I nt e 
ipensation insurance 
ition 
Buildings 
Machinery 
surance 
Buildings, fire 
Machinery and equipmen 
Ot 
operty t 
Buildings, 
Machinery 
Repairs and m 
Buildit 5 
Machinery 

Utilitie : 
Elect 
Water 


direct labor 


holid iys, and sick le 


Depreci 
und « quipment 
Ir 


t, fire 
her 

Pr aXeS 
land, and land improvement 
and equipment 

1intenance 


and equipment 


ical power 


FEDERAL 


SUPPLY MANAGEMENT 


Mizing and milling costs, hyspeed mills, for period Jan. 20 to 


inclusive 


Costs payable 

from current 

naval appro- 
priation 


Foot- 


notes 


Constructive 


osts 


$12, 209. 30 $12, 209. 3 
940. 50 5 


4, 528. 21 
279 7G 


Ole 


2, 398. 86 


24, 564. 07 


ry footnotes, 


SCHEDULE 9 


Villing and canning costs, putty ‘mills, for period Jan. 20 to June 19, 


1951, inclusive 


Direct labor 
ight time 
Overtime premium 
Supervision, office and indirect labor 
Straight time 
Overtime premium 
Payroll burden 
Vacations, holidays, and si 
Retirement 
Compensation insurance 
Depreciation 
Buildings 
Machinery and equipme 
Insurance 
Building 
Machinery and equipme 
Other . : 
’roperty taxes “ 
Buildings, land, and lan 
Machinery and equipme 
irs and maintenance 
Buildings 
Machinery and equipmer 
tilities 
Electrical power 
Water 


Str 


s, fire 


, schedule 16, for explanatory footnotes. 


Costs payable 

from current 

naval anpro- 
priation 


Foot- 


notes 


Constructive Total 


$401. 61 ~ $401 


30. 93 
146. 58 
12. 06 


78. 57 
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SCHEDULE 10.—Rosin crushing and melting costs for period Jan. 20 to June 19, 


1951, inclusive 


Costs payable 
Foot- | from current 
notes na prro 


Direct labor 
Straight time 
Overtime premium 
Supervision, office, and indirect labor 
Straight time 
Overtime premium 
Payroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 
Depreciation 
Buildings 
Machinery and equipment 
Insurance = 
Buildings, fire 
Machinery and equipment, fire 
Other 
Property taxes 
Buildings, land, and land improvements 
Machinery and equipment 
Repairs and maintenance 
Buildings 
Machinery and equipment 
Utilities 
Electrical power 


(7as 


Total ode 


See exhibit D, schedule 16, for explanatory footnotes 


ScHEDULE 11.—Cooking costs for period Jan. 20 to June 


Direct lat 
Straight 
Overtime premium 
Supervision, office, and indirect labor 
Straight time 
Overtime premium 
Payroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 
Depreciation 
Buildings 
Machinery and equipment 
Insurance 
Buildings, fire 
Machinery and equipment, fire 
Other 
Property taxes. ....... 
Buildings, land, and land improvements 
Machinery and equipment 
Repairs and maintenance 
Buildings 
Machinery and equipment 
Utilitie 
f power 16. 60 
1, 108. 14 


Water 109. 64 


Total 17, 474. 10 


See exhibit D, schedule 16, for explanatory footnotes 


82 
117. 12 


25. 41 


34. 81 
219. 96 
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SCHEDULE 12.—Cooling and storage costs of manufactured ingredients and finished 
products for period Jan. 20 to June 19, 1951, inclusive 


Foot- 
notes 


Direct labor 
Straight time 
Overtime premium 
Supervision, office, and indirect labor 
Straight time 
Overtime premium 
Depreciation 
Buildings 
Storage tanks and 
Insurance 
Buildings, fire 
Storage tanks and auxiliary equipment, fire 
Property taxes 
Buildings, land, and land improvements 
Storage tanks and auxiliary equipment 
Repairs and maintenance 
Buildings 
Utilities 
Electrical power 
Pneumatic power 
Water 


ixiliary equipment 


Total 


See exhibit D, schedule 16, for explanatory footnotes. 


ScHEDULE 13. 


Foot- 
notes 


Straight time 
Overtime premium 
uperVision, office, and indirect labor 
Straight time 
Overtime premium 
Payroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 
Depreciation 
Buildings 
Machinery and equipment 
Insurance 
Buildings, fire 
Machinery and equipment, fire 
Other 
Property taxes 
Buildings, land, and land improvements 
Machinery and equipment 
iirs and maintenanct 
Buildings 
Machinery and equipment 
tilities: Electrical power 


tal 
i] 


xhibit D, 


chedule 16, for explanatory footnotes 


| naval appro- 


Mixing costs for period Jan. 


| 
Costs payable 


from current | Constructive 


costs ' Total 
priation } 


$275. 03 
389. HF 


149. 
Al 


20 to June 19, 1951. inclusive 


Costs payable 

from current 

naval appro- 
priation 


Constructive 


costs rotal 


$351 
97 


“i. 


130. 
10. 


69 
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SCHEDULE 14.—Hot plastic paint milling, drumming, and weighing costs for period 
Jan. 20 to June 19, 1951, inclusive 


Costs payable 
Foot- | from current Constructive 
notes | naval anpro- costs 
priation 


Direct labor 
Straight time 
Overtime premium 
ipervision, office, and indirect labor 
Straight time 
Overtime premium 
iyroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 
preciation 
Buildings 
Machinery and equipment 
suranc 
Buildings, fire 
Machinery and equipment, fire 
Other. 
Property taxes __- 
Buildings, land, and land improvements. -- 
Machinery and equipment 
Repairs and maintenance 
Building 
Machinery and equipment 
tilities 
Electrical power 
Gas 
Water 


Total 
See exhibit D, schedule 16, for explanatory footnotes. 


SCHEDULE 15.—Canning and recanning costs for period Jan. 20 to June 19, 1951, 
inclusive 


Costs payabl 
Foot- | from current | Constructive 
notes | naval appro- costs 
priation 
> ta 
Direct labor 
Straight time $36, 024. 67 
Overtime premium 2, 775. 02 
Supervision, office, and indirect labor ; 
Straight time ‘ 13, 360. 92 
Overtime premium 1, 099. 96 
Payroll burden: 
Vacations, holidays, and sick leave 7, 078. 
Retirement - ‘ $3, 166. 39 
Compensation insurance ‘ 687. 
Depreciation. - ; 
Buildings 477. 3 
Machinery and equipment 350. 
Insurance. - ..- = ‘ j 
Buildings—fire 103 
Machinery and equipment—fire 41 
Other _- > ihc } i 7: 
Property taxes - .- , a 7 | ‘ 
Buildings, land, and land improvements | 791 
Machinery and equipment 195. ¢ 
Repairs and maintenance - - ---- a me 2 
Buildings ‘ | 196. 00 11. 47 
Machinery and equipment. 
Utilities... aaneice 
Electrical power 
Water. 
esis 


Total. - a aincatigenaimate biden 





See exhibit D, schedule 16, for explanatory footnotes. 
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ScHEDULE 16.—Summary of cost of operations for period Jan. 20, 1951, to June 19, 
1951, inclusive 


FOOTNOTES 


1. Direct, indirect, supervision and office labor recorded on S and A Form 285b 
for the accounting period February 1 to June 30, 1951, was adjusted as follows 

(a) To conform to production period January 20 to June 19, 1951. 

(bv) To include labor costs incurred by the Supply Department for the han 
dling and warehousing of raw materials received at Mare Island Naval 
Shipyard for use in the manufacture of paint products. 

(c) To include the cost of group IV-b personnel employed at the paint manu 
facturing shop, but carried on the rolls of the shipyard shop super- 
intendent. 

2. Allowance for vacations, holidays, and sick leave is at the rate of 17 percent 
of basic straight-time compensation, which excludes overtime pay (straight 
time and premium). This rate, prescribed in the Bureau of Supplies and Ac- 
counts Manual, volume VI, paragraph 66357-2, for application to work performed 
for other military departments, is considered appropriate for use in the period 
of this study. 

3. Allowance for Government contribution to the retirement fund is at the 
Civil Service Commission’s reported present actuarial experience rate of 6.5 
percent of basic straight-time compensation, including accrued vacations, holi- 
days and sick leave pay, but excluding overtime pay (straight time and premium). 
No special consideration was given for any temporary employees who were cov- 
ered by the Federal Insurance Contributions Act, and who are not presently 
eligible to participate in the Government’s retirement plan. 

!. The cost of compensation insurance is based on the net rate of $1.46 per 
$100 of all straight-time labor, except office labor for which a net rate $0.06 is 
used. These net rates, after consideration of premium refunds based on probable 
experience, were quoted by a major insurance carrier. 

5. The depreciation rates were taken from the Bureau of Internal Revenue 
Bulletin “EF” published in 1942, and the Accountants’ Handbook, second edition 
Provision for annual depreciation of buildings averaged 2.95 percent of cost. 
Provision for annual depreciation of machinery and equipment was based upon 
the normal rates set forth in the above references for the individual items of 
machinery and equipment, and averaged 7.81 percent of cost. In computing de- 
preciation, the supervisory cost inspector, with one exception referred to below, 
accepted the costs recorded on property record cards (S and A Forms 267 and 


278) maintained by the fiscal officer of the Mare Island Naval Shipyard. 
For those items of machinery and equipment which, by the application of recog- 
nized depreciation rates would be fully depreciated, no provision for depreciation 
was made. 

The one exception referred to above was with respect to the building presently 
being used for warehousing raw materials for use in the manufacture of paint 
products. This building was originally constructed for use as a_ shipfitters 
shop with an over-all cost for building and operating equipment of $507,840. 
Information contained in the files of the publie works officer indicated that the 
material and labor costs for the construction of the building alone approximated 
$300,000, and it was this figure that was used as the basis for computation of the 
provision for depreciation, taxes, and fire insurance. 

6. Fire insurance rates were secured from the local fire insurance rating bu- 
reau. Actual inspection of the physical plant was not made by them, but the 
following net rates were recommended on the basis of information submitted by 
the supervisory cost inspector, and are based on a 90 percent average clause, 
less 16.67 percent for 3-year policies: 


Rate per $100 insured value 
Building ya oy Es 
Machinery 
Building and equip- Inventories 
ment 


Paint manufacturing shop - $0. 061 $0. 161 
Boiler and transformer house ~ dediotesion 065 . 255 
Varnish manufacturing shop i 2. 360 2. 420 
Warehouse and Saran manufacturing shop._..........- 1. 940 2. 080 
Raw material warehouse ' ‘ ; sd 1, 230 . 270 | 
NE COR ccinnicconinn . 710 -710 
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With the exception of the raw-material warehouse (see footnote 5 above), 
the insurable values of the buildings were based on 150 percent of 1940-42 (dates 
of acquisition) costs to compensate for present increased replacement costs 
The insurab'e values of machinery and equipment were based on acquisition 
costs on the theory that accumulated depreciation has offset the difference from 
original costs to present replacement costs. Computed cost was the insurable 
value used in determining the cost of fire insurance on inventories. 

The “other” insurance is the cost of comprehensive public liability and property 
damage insurance computed at rates quoted per $100 of straight-time labor 

7. Deputy assessors for the city of Vallejo and county of Solano, Calif., without 
inspection of the physical plant, estimated probable assessed valuations of th 
real and personal properties based on cost and other information furnished to 
then by the supervisory cost inspector. The combined property-tax rate of 
the city of Vallejo and county of Solano for the fiscal year ended June 30, 1951, 
of $6.84 per $100 assessed value was used to determine property taxes applicable 
to the 5-month period under study. 

8. Repair and maintenance costs are based on five-twelfths of the recorded 
costs for the fiscal year ended June 30, 1951, plus payroll burden (see footnotes 
2,5, and 4) applicable to the labor included therein 

9. The usage of utilities was determined from meter readings applicable to 
the paint manufacturing shop. Mare Island Naval Shipyard billing rates were 
used to determine “costs payable from current naval appropriations,’ and the 
differences between shipyard rates, and rates quoted by the supplying utility 
companies for independent plants of similar size were used in determining “con 
structive costs” of utilities. 

10. In the State of California, a corporation must pay a franchise tax for 
the privilege of doing business. The tax is computed at 4 percent of a corpora 
tion’s net earnings before Federal income and State franchise taxes. Reference 
to published statements of paint manufacturers indicate that total manufac 
turing costs and profit, approximate 65 percent, and 10 percent of sales, respec- 
tively. Since it is assumed that an operation of the scope of the paint manu- 
facturing shop would normally be by a corporate entity the afore-mentioned 
percentages were used as criteria by the supervisory cost inspector in the com 
putation of the State of California franchise tax. 

11. In view of the multitudinous operations of the Mare Island Naval Ship- 
yard, it is questionable whether any reduction in general, and administrative 
expenses would inure to the Government should the Government procure its 
requirements of paint products solely from commercial sources. However, and 
since cost data relative to general and administrative expenses incurred by 
commercial paint manufacturers could not be obtained, as a conservative measure 
an allowance of 5 percent of total operating costs (costs payable from current 
naval appropriations and constructive costs, but excluding direct material costs) 
has been included as general and administrative expenses. 
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OAKLAND EXHIBIT 2B 


Constructed statement of cost to manufacture paint products, Norfolk and Mare 
Island Naval Shipyards 


ieneral expenses at Mare Island computed on the same basis 


rect materials 
Kaw materials 
Containers 261, 299. 02 


Total 4, 246, 474. 20 


hirect labor 44 s4e es 
Total 4143, 821. 07 3, 095, 407. 89 
rect manufacturing expense 85 5 7.13 208, { 


Total 
General expenses 


Total i 2 00. 00 4, 409, 025. 92 100. 00 


> 


OAKLAND Exnuieit 3 


DEPARTMENT OF DEFENSE, 
MUNITIONS BoArp, 
Washington, D. C., October 21, 1982. 
Ifon. Herspertr C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
House of Representatives. 

DeaR Mr. CHAIRMAN: A staff report on coffee-supply operations within the 
Department of Defense has recently been completed by a study group within 
my office. In view of the interest you and your committee have indicated in 
this supply area, I am forwarding five copies of the report for information and 
assistance. The report will be submitted to the Munitions Board for review 
and approval at an early date. 

The staff report on coffee is part of a staff study of the entire subsistence- 
supply field presently being conducted by the same study group. Certain 
problems such as the manner of financing, a determination of the servicing 
agency or agencies, and the establishment of stock objectives for roasted coffee 
have either been omitted in the attached report or, where necessary, covere:| 
on an interim basis. Such problems will be fully treated in the forthcoming 
staff report on subsistence which we expect will be ready for distribution early 
in calendar year 1953. I will provide you with copies of the subsistence staff 
report as soon as they are available. 

It is probable that certain current practices in coffee-supply operations are 
at variance with those described in the attached staff report. Such reports 
are frequently overtaken by events in that when procedures that may appear 
unsound are disclosed, the operating agency often takes immediate corrective 
aetion rather than await formal direction. Since the staff report on coffee was 
initiated in November 1951, apparent discrepancies of this nature undoubtedly 
exist. 

Mr. MeNeil, the Assistant Secretary of Defense (Comptroller), informed 
you by letter dated July 11, 1952, that copies of the attached staff report would 
be furnished to your committee when distribution was made. I have advised 
him that copies are being furnished by this office. 

Sincerely yours, 
M. L. RING, 
Rear Admiral, SC, USN, 
Vice Chairman for Supply Management. 


25062- 
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STAFF REPORT ON COFFEE ROASTING OPERATIONS OF THE 
DEPARTMENT OF DEFENSE, OCTOBER 1, 1952 


DEPARTMENT OF DEFENSE, 
MUNITIONS Boarp, 
Washington, D. C., September 15, 1952. 


MEMORANDUM FOR THE VICE CHAIRMAN FOR SUPPLY MANAGEMEN’ 


Subject: Supply systems study project—Coffee-roasting operations: 

1. This report is part of the subsistence study undertaken by the Office of 
Supply, pursuant to the Department of Defense directive No. 4100.3 (250.11-2) of 
August 9, 1951, and as directed by the Munitions Board on September 6, 1951. 

2. The conclusions and recommendations developed herein are peculiar to the 
coffee-roasting operations of the subsistence supply systems of the military de- 
partments and can be implemented independently. They will contribute to the 
efficiency of this operation and will result in savings in personnel, storage, and 
transportation costs. 

O. A. SCHROETER, 
Colonel, United States Army, 
Acting Project Director, Supply Systems Study Project. 


DEPARTMENT OF DEFENSE, 
MUNITIONS BOARD, 
Washington, D. C., September 15, 1952. 
MEMORANDUM FOR THE PROJECT DIRECTOR, SUPPLY SYSTEMS STUDY PROJECT 


Subject: Subsistence supply study—Coffee-roasting operations. 


This report is part of the subsistence study project, undertaken pursuant to 
the DOD directive No. 4100.3 (250.11-2) of August 9, 1951, and as directed by 
the Munitions Board on September 6, 1951. 

A draft of this report (dated May 15, 1952) was submitted for comment to the 
military departments, the Comptroller OSD, the Management Committee, and 
the Joint Chiefs of Staff, through the assistant project directors of the supply 
systems study project. Their comments were reviewed by the group and in- 
corporated herein as appropriate. 

JOHN C. VERHOEVEN, 
Project Leader, Subsistence Study Group. 
Hueu L. MAHONEY, 
Assistant Project Leader, Subsistence Study Group. 
Lt. Col. R. A. HotzmMan, 
Army Member. 
Lt. Comdr. R. J. NEWMAN, 
Navy Member. 
Maj. THomas M. Davis, 
United States Air Force Member. 


Part I, INTRODUCTION 
AUTHORITY 


1. On August 9, 1951, Department of Defense directive No. 4100.3 (250.11-2) 
established within the Munitions Board a supply-systems study project, the pur- 
pose of which is “* * * to develop and recommend such changes to existing 
organization, policies, standards, and procedures governing the supply opera- 
tions within the Department of Defense as will maintain or increase military 
effectiveness and produce the optimum efficiency and economy of these supply 
operations from the initial requirements and resources planning stage to final 
consumption or other disposition” (appendix I). 

2. Pursuant to the above, the Munitions Board on September 6, 1951, approved 
the preparation of a study on subsistence under the supply systems study 
project. 
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SELECTION OF COFFEE AS THE INITIAL REPORT 


Review of previous studies of the Department of Defense subsistence-suppiy 
systems indicated that the coffee-roasting operations of the military depart- 
ments represented an area in which economies could be achieved by the further 
development of cross, common, or joint servicing agreements to reduce cross- 
hauling of the green and roasted product. It was also considered that the 
development of a report on this item would return tangible dividends to the 
Munitions Board staff in the form of training of research personnel which would 
reduce unproductive effort when studying the entire subsistence-supply systems 
of the four services. 

SCOPE OF THE REPORT 


Review of the functions concerned with the coffee roasting, grinding, and 
packaging operations of the military departments, the financing, procurement 
and storage of green bean, and the distribution of roasted coffee to military messes 
and other consumers, including sales by commissary stores. 


STATEMENT OF THE PROBLEM 


1. To determine the relative effectiveness, efficiency, and economy which can 
be achieved under either— 

(a) Operation by the military departments of coffee-roasting plants with 
distribution to military consumers through military distribution channels on an 
area or other basis; or 

(>) Procurement of the end product (roasted, ground, and packaged coffee) 
from commercial producers or vendors for direct delivery to military distributing 
or consuming activities ; and 

2. To develop the policies, standards, and procedures which shou!d obtain 
to achieve the objectives of the supply-systems study project under (@) or (bd) 
above, or a combination thereof. 


DEVELOPMENT OF REPORT 


The period from January 1, 1951, to October 1, 1951, was selected as a time base 
for study. Initial efforts were directed toward extracting data from existing 
documents. It was immediately apparent that the required statistical and factual 
information was not available from these sources. In these instances it was 
procured from the military departments, Government agencies, and private con- 
cerns listed below: 

Military activities: 

Office of the Quartermaster General, United States Army, Washington, D. C. 
D. C. 

Bureau of Supplies and Accounts, United States Navy, Washington, D.C. 

Office of Quartermaster General, Headquarters, Marine Corps, Washing- 
ton, D. C. 

Headquarters, United States Air Force, Washington, D. C. 

Bolling Air Force Base, Washington, D. C. 

Fort George G. Meade, Md. 

Naval Receiving Station, Anacostia, Washington, D. C. 

Marine Corps School, Quantico, Va. 

Naval Air Test Station, Patuxent, Md. 

Atlanta General Depot, United States Army, Atlanta, Ga. 

Naval Supply Facility, Brooklyn, N. Y. 

New York Quartermaster Purchasing Agency, United States Army, New 
York, N. Y. 

Government agencies: 

Department of Agriculture, Washington, D. C. 

Department of Commerce, Washington, D. C. 

Office of Price Stabilization, Washington, D. C. 

General Services Administration, Washington, D. C. 

Veterans’ Administration, Washington, D. C. 


Private concerns: 
Wilkins Coffee Co., Washington, D. C. 
Great Atlantic & Pacific Tea Co., New York, N. Y. 
Jewel Tea Co., New York, N. Y. 
Harrison Coffee Co., New York, N. Y. 
National Coffee Association, New York, N. Y. 
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The report is divided into seven parts. Vart II is a list of the recommenda- 
tions Part III, which is the essence of the report, contains the analyses and 
conclusions Which support the recommendations. Part V is the portrayal of 

urrent departmental policies and operations, arranged by function and by 
tnilitary service. Duplication will be noted, notwithstanding concerted effort to 
eliminate it. In order to preserve continuity and clarity in part III, it was 
necessary and desirable to combine functions because of their relationship to 
each other. 


Part II, RECOMMENDATIONS 


The following recommendations are predicated on the analyses and conclu- 
sions outlined in part III of this report. 


It is recommended: 

1. That the military departments continue to roast, grind, package, and dis- 
tribute coffee (pt. III, sec. 1). 

» That the military roasting plants vacuum pack all coffee to be used in 
the zone of interior to insure freshness, except that roasted and ground coffee 
in bags may be furnished to installations immediately proximate to military 
roasting plants (pt. ILI, see. 2). 

3. That the military departments operate the four roasting plants at Brook- 
lyn, Atlanta, Oakland, and Seattle and that each plant remain under the direc- 
tion and control of the owning department (pt. IIT, see. 3). 

t. That the Department of the Army phase out of operation the Chicago roast- 
ing plant consistent with economical utilization of on-hand green-bean inven- 
tories and the establishment of a supply support agreement with the Depart- 
ment of the Navy (pt. III, see. 3). 

+. That the Department of the Army phase out of operation the commercial 
contract at Denver, Colo., consistent with the economical utilization of on- 
hand green-bean inventories and the establishment of a supply support agree- 
ment with the Department of the Navy (pt. III, see. 3). 

G. That the Department of the Army phase out the commercial contracts at 

San Antonio, Tex., consistent with the economical utilization of on-hand inven- 
tories at the San Antonio depot and the establishment of supply support of 
vacuum-packed coffee by the Army plant at Atlanta, Ga. (pt. III, sec. 3). 
7. That the Department of the Navy phase out of operation the Marine Corps’ 
Vhiladelphia roasting plant consistent with the economical utilization of on- 
hand green-bean inventories and the establishment of a supply support agree- 
ment with the Department of the Army (pt. III, sec. 3). 

Ss. That each roasting plant operated by the military departments be assigned 
a mission for procuring, roasting, grinding, packaging, and packing coffee to 
meet the requirements of all service installations on an area basis with due 
consideration to the most favorable transportation costs and plant capacities 
his assignment shall include financing of plant operating costs, and the financing 
of all materials necessary to produce the finished product. Roasted coffee shall 
Le transferred between the services on a reimbursable basis (pt. III, see. 4). 

%. That roasted and ground coffee in vacuum-packed containers be shipped in 
carload or truckload lots, to the maximum extent practicable, directly from mili- 
ary roasting plants to consuming activities (pt. III, see. 4). 

lO. That the maximum on-hand inventories of green-bean coffee stored in 
the zone of interior will not exceed 120 days of supply (pt. III, see. 5). 

11. That the single-service purchase assignment for coffee be continued and 
that closer liaison be established between the inventory control units of the 
Army and Navy and the purchasing office (pt. IIT, sec. 7). 

12. That green coffee used by the military roasting plants in the zone of in- 
terior should, to the maximum extent possible, be stored at the roasting plants 
(pt. ILI, see. 9). 

13. That green coffee purchased for roasting in overseas areas be shipped, to 
the maximum extent possible, directly from vendors to ports of embarkation 

pt Lil, see. 9). 

14. That the military departments develop uniform standards for the contain- 

rs used for packaging and shipping roasted and ground coffee (pt. III, see. 10). 

15. That an ad hoe committee of military department representatives be es 
tablished to implement these recommendations under the coordinating responsi- 
hility of the Munitions Board. 
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Parr III. ANALYSES AND CONCLUSIONS 
SECTION 1. COMMERCIAL VERSUS MILITARY OPERATED ROASTING PLANTS 


The effectiveness of military sabsistence supply would not be improved by 
the disestablishment of military plants in favor of commercial facilities to roast, 
package, and distribute the coffee required by the military services in the conti 
nental United States or in overseas areas. 

While commercial capacity is available to roast coffee for the services, mili 
tary requirements with respect to inventories, specifications, and packaging 
militate against an economical operation by commercial processors. Estimates 
from two major coffee distributors for comparable blends to that used by the 
services quoted prices, f. 0. b. their roasters, of $0.725 and $0.705 per pound in 
50-pound and 100-pound bags, respectively. At the time these quotations were 
furnished, the Bureau of Supplies and Accounts, Department of the Navy, in 
compliance with arrangements made with the House of Representatives, Com 
mittee on Expenditures in the Executive Departments, conducted a detailed cost 
audit of their coffee-roasting plants for the purpose of determining the cost of 
producing each of the military standard units of issue of roasted coffee (50-pound 
bags and 20-pound vacuum-packed tins) packaged and ready for shipment from 
the plants. Constructive cost elements, such as warehousing of both green 
coffee and packaging material, depreciation, property taXes, insurance, and 
similar expenses which are not normally taken into account in determining costs 
of Government productive operation, were included so that the costs developed 
might be compared with similar commercial operations. This audit is incorpo 
rated in the report as appendix II. It has been analyzed by the auditors of a 
large local commercial coffee-roasting firm who advise that the cost analysis in- 
cluded, and was comparable to, all usual costs of a commercial operation. 

The above-mentioned quotation from a commercial roaster of $0.725 per 
pound in 50-pound bags, which is the size the service use, Compares with the 
military cost figure of 80.6667 per pound, a difference of 0.058 per pound. On 
the basis of 88,000,000 pounds roasted by the Armed Forces during 1951, the 
roasting of coffee by the services represents a saving to the Government ot 
approximately $5,000,000 over the commercial roasters’ quoted figure. If the 
military departments discontinued roasting coffee, it is anticipated that the 
above cost spread might be further widened. This supposition is predicated on 
testimony in Senate Report No. 2377, Utilization of Farm Crops—Price Spreads- 
Coffee, where it was shown that coffee roasters in the period from 1942 to 1947 
customarily worked on a margin after accounting for shrinkage of just under 
$0.12 to $0.15 per pound. The report further indicated that, with the increase 
in the price of green coffee early in 1950, this margin was increased to $0.18 
per pound, It is highly significant that the cost analysis at the Navy’s Oakland 
plant showed that the cost of the green coffee, after allowing for shrinkage, 
equaled $0.6516 per pound while the entire cost of roasted coffee packaged in 
50-pound bags was $0.6664 per pound, or a margin of only $0.0148 per pound be- 
tween the acquisition cost of green coffee and the roasted and bagged product. 

Consideration was given to the military departments, on the other hand, sup 
plying the green coffee and the packaging material and utilizing commercial 
companies only to perform the function of roasting, grinding, and bagging coffee. 
Several such contracts were made during World War II, and the Army still has 
in force a few contracts with roasters in San Antonio, Tex.; and Denver, Colo. 
The contract prices vary with territory and at San Antonio, for instance, the 
current quotation is $0.006499 per pound of green bean, or $0.0075388 per pound 
of roasted coffee. This quotation is comparable to the costs of the military 
departments for this function as evidenced by the aforementioned study at Navy’s 
Oakland plant wherein this cost was determined to be $0.0072757 per pound of 
roasted coffee. Roasting cost, however, is a minute segment, representing a pro- 
portion of about 1 percent of the end product. It must also be considered that 
50 percent of the roasted coffee is, and must be, packaged in 20-pound vacuum 
eans for shipboard and overseas use. If commercial firms vacuum-packed coffee 
for the services, they would have to install considerable equipment for this type 
of package which is used only by the military and, yet, successful bidders have 
no assurance that they would continue to be awarded the contract in subsequent 
years. Moreover, if commercial roasters performed the entire service of supply- 
ing the green bean as well as roasting and packing coffee for the military, it 
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would necessitate, even at the current strength of the Armed Forces, an addi 
tional working capital of over $30,000,000 merely to maintain the stock levels of 
green-bean inventory considered necessary by the services, as well as the ware- 
house space to carry these stocks. For these basic reasons, the National Coffee 
Association informed the Supply Systems Subsistence Study Group that the 
coffee industry as a whole does not desire that the military departments cease 
operating their own coffee roasters (appendix 4 and 5). The National Coffee 
Association of the United States of America represents the coffee roasters, im 
porters, and brokers who account for more than 90 percent of all the green 
coffee imported into the United States. 

From the military departments viewpoint, and based on the experience en 
countered during World War II, the matter of quality control proved to be the 
most troublesome single factor in dealing with commercial roasters who had 
contracts to roast military-owned coffee. This situation resulted from the 
small unit profit which caused frequent substitution of undergrade coffee for 
the Government-owned product. The problem of quality control was further 
accentuated by the attempts of many of the commercial roaster contractors to 
effect economies by either roasting coffee under inadequate temperature conditions 
or not roasting the coffee for the required period of time. Because of the 
large number of comparatively small roasters spread throughout the countr) 
which would be required under such a system, these shortcuts are not readily 
detectable even under rigid inspection arrangements. In addition to the problem 
of quality control, such an operation is basically ineffective and uneconomical! 
because of the double handling and hauling of the green coffee from the military 
activity to the commercial roasting plants, 

In contrast with the military departments, the General Services Administration 
(in region 3) purchases roasted bean coffee in 80-pound bags from commercial 
roasters, awards being made on a sample of green coffee sent by each bidder. In 
the San Franciseo region the General Services Administration requirements are 
purchased from the Navy’s Oakland plant in 20-pound vacuum tins. In other 
regions coffee is purchased in commercial size vacuum tin containers, usually of 
a brand name. The General Services Administration specification for roasted- 
bean coffee in 80-pound bags calls for a straight Santos 4 coffee (or equal) which 
is slightly less costly than the military blend of 70 percent Santos 4 and 30 percent 
Colombians. Information as to the total purchased by the General Services Ad- 
ministration was not available. However, the total issues of coffee in 80-pound 
bags from General Services Supply Centers during fiscal year 1951 amounted to 
$302,813.21. In addition, $18,323.54 of coffee in commercial size vacuum tins 
were issued in fiscal year 1951. The total issues from General Services Admin- 
istration centers in fiscal year 1951 represent about 1 percent of military volume 
during the same period. The prices paid by the General Services Administration 
during the year 1951 for roasted-bean coffee in 80-pound bags ranged from $0.5869 
to $0.6090 per pound. When these prices are analyzed, and they include the 
cost of packaging material, transportation, roasting, as well as a nominal profit 
to the vendor; it is impossible to reconcile certain of these prices with the green 
coffee spot market price. The range between the low and high spot green coffee 
prices on the New York Coffee and Sugar Exchange during 1951 for Santos 4’s 
was between $0.5305 and $0.555 per pound. Based on the inescapable average 16 
percent shrinkage in weight when coffee is converted from a green to a roasted 
product, the spot market prices in terms of roasted coffee are equal to $0.6254 to 
$0.6438 per pound. Exhibit I is a comparison of the prices paid by the General 
Services Administration and the prevailing spot market price for green coffee at 
the date of the award. The question naturally arises, how is it possible for 
commercial firms to sell processed coffee at prices substantially lower than the 
prices that could be realized by disposing of the green coffee in the first place on 
the coffee exchange. This matter was discussed with representatives of the 
Office of Price Stabilization and the National Coffee Association, both of whom 
state that the specification coffees could not be furnished at these prices except at 
a loss to the vendors. Six of the large competitive chain stores use straight 
strictly soft Santos 4’s and/or strictly soft Parana 4’s in their popular selling 
brands of coffee in 1-pound paper bags. The average cost of green coffee delivered 
at their processing plants amounted to $0.5393 per pound. The average cost of 
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the processed and packaged coffee at their roasting plants totaled $0.6702 per 
pound, and a mark-up is yet to be added. It is difficult to understand how com- 
mercial roasters supply practically identical coffees to a Government agency at 
an average of $0.07 a pound less than the cost of production in six of the large 
competitive chain stores. This matter was discussed with the General Services 
Administration and they are looking into the situation. They have recently 
conferred with the Navy on the possibility of procuring roasted coffee for region 3 
from the Navy’s Brooklyn pJant on a basis similar to that now followed in their 
California region. 

The Veterans Administratiagg similarly purchases roasted coffee from com- 
mercial companies on a sealed-bid basis. The Veterans Administration operates 
171 hospitals, centers, and domiciliaries throughout the country which are geo- 
graphically divided into four areas. Contracts are awarded quarterly to bidders 
submitting the lowest aggregate delivered price in each area. Some consuming 
activities require four drop shipments while the balance require six deliveries 
during every 3-month period. The Veterans Administration uses about 4,500,000 
pounds of roasted coffee annually, or about 5 percent of the military department’s 
consumption. Their specification calls for any combination of coffees which will, 
in the cup, match a deluxe blend, consisting of 70 percent Colombians and 30 
percent Santos 2’s or 3's. This is a considerably more expensive basic blend than 
that used by the military departments. Prices paid by the Veterans Administra- 
tion in December 1951 ranged from $0.645 to $0.6622 net per pound, which prices 
as in the case of the General Services Administration, could not be reconciled with 
the price of green coffee on the exchange (exhibit I). Inthe first quarter of fiscal 
year 1953 the Veterans Administration revised their specifications so that a spe- 
cific blend consisting of 60 percent Colombians and 40 percent Santos three-fourths 
would be used to meet their coffee requirements. According to a Veterans Ad- 
minstration statement: “These specifications insure a specific blend of coffees and 
eliminate the use of inferior growths used in small quantities which cannot be 
detected in cup tests.” The price range per pound on the first contracts awarded 
under the new specification ranged from $0.6410 to $0.7683, an average $0.67536 
per pound. When the green coffee spot market price and the shrinkage factor 
are considered, certain of the coffees are being sold to the Veterans Administra- 
tion at a price lower than what the vendor could realize by disposing of the green 
bean on the market without the necessity of packaging and shipping the processed 
product. This matter was similarly brought to the attention of the Veterans 
Administration. 

* * * 


EXHIBIT 1 


General Services Administration—Delivered prices of roasted bean coffee to 
region 3 
{Territory includes Washington, Maryland, Delaware, Virginia, and parts of Pennsylvania and West 
Virginia] 
[Federal Specification HH H-C-571—Santos 4’s roasted bean—S0-pound bags] 
| Contract | 
| | price per 
pound 


delivered 
roasted | es 
| 


Roasted ! 


Spot market price 
of Santos 4’s per 
pound at date of 


Successful bidder Locations | Date of award award 


Green 


New York, N. Y Nov. 13, 1951 $0. 5450 
5 sia ee do Aug. 3,1951 . 5345 
Do-_..- bth J ...do . June 27, 1951 
B. Fisher & Co pean ibeiad May 3, 1951 
Dannemiller Coffee Co beni do an Feb. 21, 1951 
Richeimer Coffee Co Rae yee Jan. 30,1951 
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Veterans’ Administration—Delivered prices to all Veterans’ Administration 
installations of roasted-bean coffe jor the third quarter of fiscal year. 1952 


Specification HH H-C-571: 30 percent genuine Madelin Excelso, finest quality; 40 percent genuir 
t 


eral 
0 percent genuine Santos, 2 and 3, finest quality Roasted bean 


} f . ‘ © 
i E xcelsu, finest quality 


. Spot market price 
Contre 1 
: an _ of VA blend-p 
writ " 
I I pound at date 


pound 
delivered award 


roasted 
bean 


Locations Date of award 
o 
Green Roasted 


Dec. 10,1951 $0. 6450 $0. 5900 $0. 704 
dao 2 6790 5900 704 


1 6525 5900 704 


ind reflects the 16 percent shrinkage in roasting) does not include 


transportation, or (4) profit 


SECTION 2. VACUUM PACKING OF ZI COFFEE REQUIREMENTS 


It is the conclusion of this group that the military coffee roasting plants should 
vacuum pack coffee for use in the zone of interior. The keeping qualities of 
roasted coffee, based on an exhaustive study conducted by Drs. P. W. Punnett 
and W. H. Eddy of Teachers College, Columbia University, conclusively indicate 
that there are definite limitations on the time to be allowed to elapse between 
roasting and brewing if a good brew is to be obtained (exhibit II). The follow 
ing table is a liberal interpretation of these time limits: 


Taste quality of brew 


Days after roasting 
| Roasted and ground Roasted, unground 


(in bags) (in bags 


Excellent Excellent 
CGiood Very good, 
Fair Good, 
Poor . Fair 
Very poor Do. 
Vile Poor 
Unfit to drink Very poor 
do Vile, but can be used. 





ExHIsBITr 2 


{Excerpt from volume LX, Quartermaster Food and Container Institute for >» Armed 
Forces, dated October 15, 1946] 


FRESHNESS AND STALENESS IN COFFEE 


1. The delightful flavor and aroma of a good cup of coffee are largely dependent 
upon freshness. Only in fresh coffee does one find all of the pleasing flavor and 
aroma that has made coffee the world’s leading nonalcoholic beverage. Con- 
versely, staleness is the arch enemy of coffee flavor. Freshness is all of the de- 
sirable flavor and aroma found in freshly roasted, ground, and brewed coffee. 
Staleness is more than the mere absence of freshness. It is a distinct, undesir- 
able, stale flavor. Staleness is more pronounced after the brew has been allowed 
to cool considerably. 

”. Brazil, the world’s greatest coffee-producing country, considers this question 
of coffee freshness so important that a law forbids the sale of coffee which has 
been roasted more than 20 days, or more than 10 days if the coffee is ground. 

3. Coffee that is roasted, cooled, ground, and then brewed contains 100 percent 
of its freshness; but if it is not brewed until the second day after roasting and 
grinding, 20 percent of the original coffee flavor or freshness has disappeared. If 
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the roasted and ground coffee has been held for 20 days and then brewed, the 
original coffee flavor or freshness has dropped to about 50 percent and staleness 
has developed to 50 percent. 

t. Drs. Percy W. Punnett and Walter H. Eddy, of Teachers College, Columbia 
University, made an exhaustive study of this subject over a period of 2 years, 
They correlated the pressure evolved by gases from roasted coffee with the loss 
of freshness and development of staleness, and developed a standard test that 
indicates numerically just how much freshness and staleness a coffee contains 
at any time after roasting. Gas pressures were accurately measured by the use 
of manomter tubes and compared with flavor finding of expert cup testers. 

5. The following chart, prepared by Punnett and Eddy (research chemists), 
illustrates the loss of freshness and development of staleness in roasted and 
ground and roasted unground coffee from the day of roasting to the forty-seventh 
day thereafter. 


FLAVOR CHANGES IN ROASTED COFFEE 


100 


STALENESS 
FRESHNESS 





PERCENT OF { 











linac ecg Maaineamsibien 
20 30 40 50 6 
DAYS AFTER ROASTING 


ROASTED AND GROUND COFFEE IN SLIP COVER CANS 
———-=-ROASTED UNGROUND COFFEE IN SLIP COVER CANS 


From this chart it is readily apparent that there are definite limitations to 
the time that can elapse between roasting and brewing if a good brew is to be 
obtained. The following table is a liberal interpretation of these time limits 


Quality of brew 
Days after roasting 
Roasted and ground Roasted unground 


lent 


0 to3 Excellent Ex 


ct 
$to5 Good Tery good 
M 


5to8 a Fair Go 
8 to 10 Poor Fair 
10 to 15 Very poor Do 

15 to 20 Vile Poor 

20 to 30 Unfit to drink Very poor 

30 to 47 do Vile, but can be used, 


The flavor and aroma of a good cup of coffee is dependent upon freshness. 
Vacuum packing coffee is considered to be the only method which will retain 
coffee freshness for extended periods. While bags prevent contamination, they 
lo not contribute to the keeping qualities of coffee. It is pointed out, however, 
that coffee does not lose its stimulating effect with age, nor is there evidence that 
it becomes deleterious to health. 

The military departments buy fine grades of green cofees which are com- 
parable to those used in the popularly accepted commercial brands, yet the 
roasted product that is packaged in bags is frequently “unfit to drink,’ by the 
foregoing standards, because of the time element required for distribution be- 
tween the time the coffee is roasted and its final consumption. As far as can 
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be determined this coffee is consumed in messes or sold in commissary stores. 
In order to insure fresh coffee in messes, roasted and ground coffee in bags 
would have to be delivered and consumed within 8 days. Maintenance of a high- 
speed distribution system to accomplish this would require a disproportional 
amount of administrative supervision with respect to requisitioning, transpor- 
tation, and requirements planning. It is highly questionable whether this could 
be accomplished with the relatively few plants that are operated by the services. 
A large commercial concern which maintains such a high-speed system owns 
and operates 19 plants in the eastern zone to support their retail outlets. It is 
a logical conclusion that the cost of inventories, storage space, personnel, plant 
equipment, and administration incident to a dispersed operation would offset 
the additional cost of vacuum packing coffee in the relatively inexpensive 20- 
pound containers. It was found that other large commercial coffee companies, 
having national distribution, vacuum pack their coffee exclusively to guarantee 
freshness. 

About half of the military departments’ production of roasted coffee in the 
zone of interior is packaged in 50-pound bags. Bagged coffee is for consumption 
in the zone of interior, while vacuum-packed coffee in 20-pound cans is for use 
afloat and overseas. The cost of vacuum packing in 20-pound cans, together with 
carboard cartons, runs between 2 and 2% cents per pound more than bagging, 
varying with material costs. By using the larger figure, it is estimated, based 
on the 1951 volume of bagged coffee produced, that it would cost approximately 
an additional $1,000,000 annually for the military departments to vacuum pack 
all coffee. With respect to the use of critical material for this purpose, it has 
been determined that the composition of a 20-pound can consists of 9914 percent 
black plate and one-half of 1 percent tin. Thus, the proportion of critical tin 
in cans would amount to less than 15 tons annually, while the less critical black 
plate would amount to 3,000 tons, based on last year’s volume. This tonnage is 
not of significant importance, according to a representative of the National Pro- 
duction Authority. Moreover, there would be some recovery of the tin by sale 
of used cans. 

It is the judgment of the group that the expense of vacuum packing coffee will 
be outweighed by the following offsetting factors, the most decisive and important 
consideration of which is the first: 

1. Fresh coffee will be always available to the messes, without the necessity 
of maintaining a high-speed distribution system (exhibit IIT). 


EXHIBIT 3 


FINDINGS OF WoRKING Group RELATING TO AGE OF COFFEE IN WAREHOUSES AT 
SELECTED INSTALLATIONS 


Naval Receiving Station, Anacostia, D. C. (November 23, 1951): 
Type: 
Roasted and ground, 50-pound sacks. 
On hand, 13,650 pounds. 
Roasting date (oldest on hand), June 1951. 
Roasting date (newest on hand), July 11-20, 1951. 
Age of coffee, 4 to 5 months. 
Bolling Air Force Base, Washington, D. C. (November 23, 1951) : 
Type: 
Roasted bean, 50-pound sacks. 
On hand, 2,100 pounds. 
Roasting date (all in stock), November 15, 1951. 
Age of coffee, 9 days. 
Fort Meade, Md. (November 26, 1951) : 
Type: 
Roasted bean, 50-pound sacks. 
On hand, 13,850 pounds. 
Roasting date (oldest on hand), October 31, 1951. 
Roasting date (newest on hand), November 15, 1951. 
Age of coffee, 11 to 26 days. 
Marine Corps Station, Quantico, Va. (November 27, 1951) : 
Type: 
Roasted bean, 80-pound sacks. 
On hand, 22,400 pounds. 
Roasting date (oldest on hand), October 26, 1951. 
Roasting date (newest on hand), October 29, 1951. 
Age of coffee, 26 to 30 days. 
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Naval Air Station, Paxtuxent, Md. (December 27, 1951) : 
Type: 
Roasted bean, 50-pound sacks. 
On hand, 5,550 pounds. 
Roasting date (oldest on hand), July 21-31, 1951. 
Roasting date, newest on hand), Angust 11-20, 1951. 
Age of coffee, 4 to 5 months. 
* * x 

2. Even rates of production at plants, and thereby eliminate peaks with over- 
time pay followed by valleys with high costs due to low production. 

3. Placing on inactive status the marginal plants in Philadelphia and Chicago. 

4. Discontinuance of uneconomical roasting contracts with commercial 
roasters. 

5. Continue supplying bagged roasted coffee to activities immediately proxi- 
mate to roasting plants which will also eliminate the need for an expensive- 
type multiwall bag. 

6. Palletize the 20-pound cans for use in the zone of interior and reduce costs 
by using a lightweight carton. 

7. Permit shipments in palletized unit loads thus substantially reducing han- 
dling costs. 

8. Vacuum-packed coffee requires some 20 percent less storage space than 
roasted, bagged coffee (chart II). 


COMPARISON OF SHIPPING WEIGHTS AND CuBES* 
GREEN-ROASTED AND GROUND- SOLUBLE COFFEE 





BASED ON REQUIREMENTS FOR | MILLION 
MEN FOR: 30 DAYS AT RATE OF 1.6 OZ 
OF ROASTED AND GROUND COFFEE PER 
MAN PER DAY 








'32/152 LB. BAGS 


GREEN 
121.440 CU. FT, 


50 LB. BAG 
ROASTED @ GROUND 


153.000 GU. FT. 
1530 TONS 
3,000,000 LBS 


3 


4 5 

CUBIC FEET (100,000) reitts bee, 
wry Division 
Jaman 19572 


9. Substantially reduce frequency of deliveries and attendant administrative 
workload. 

10. Minimize less-than-carload shipments. 

11, Distribute roasted and ground coffee through the depot distribution system. 

12. Eliminate surveys, necessary because of staleness or contamination. 

13. Reduce breakage and spillage associated with bags. 

14, Improve quality and yield by having a uniform grind. 

15. Eliminate procurement and maintenance of grinders at consuming activi- 
ties, and recover man-hours expended in this operation. 

16. Permit stock levels of processed coffee at depots and stations, thus in- 
creasing the emergency expansion potential of each service. 

In addition to the foregoing reasons for recommending vacuum packing coffee 
for use in the zone of interior is the consideration that many food products that 
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herwise be highly perishable, such as corn, tomatoes, beets, and the like, 
packaged in the proportionately more expensive 1-, 2-, and 3-pound cans. The 
price o these cans varies from 3 cents to 7 cents, or from S percent to BD percent 
of the sales price. The cost of 20 pounds of roasted and ground coffee is about 


$13, the can cost is 41 cents, or about 5 percent of the cost 


SECTION - LOCATION AND CAPACITY OF MILITARY ROASTING PLANTS 


Che military departments operate six coffee-roasting plants within the conti- 
nental United States. In addition, the Army has contracts with three commercial] 
ousting firms to roast Army-owned, green coffee. The location of these plants is 
shown in the following tabulation, together with an average of the actual monthly 
production during 1951 at the respective plants compared with rated capacity 
based on one S-hour shift, 21 working days per month: 


wun 180. 000 50. 000 1, 250, 000 
55. OM 255, 000 } 5, 000 


», OOO 


( 
113, 000 af 5 OOO 2 ( 


> O00 72, 000 


15, 000 05, 000 


000 2.4 O00 2, 500, 000 , 875, 000 


000 000 000 . 1, 900, 000 , 500, 000 


000 ( O00 9 000 1, 250, 000 , 250, 000 
O00 5 ( 52. § 3, 150, 000 750, OOF 
150, 000 


O00 >, vf 5S 200. 000 


After Mar. 15, 1953 


It is significant to note from this table that 87.5 percent of the entire production 
was at the four military plants located at Brooklyn, Atlanta, Oakland, and 
Seattle. While these plants were originally established to serve the best interests 
of the parent activity, it is the conclusion of the group with respect to (1) prox- 
imity to concentrations of Army, Navy, Air Force, and Marine Corps installations, 
(2) transportation facilities, (3) contiguity of ports of entry of green coffee, 
and (4) their location with respect to major supply installations, that these coffee 
plants are strategically located. It is further important to note that these are 
the only plants equipped with vacuum packing machinery and have a full poten- 
tial capacity on a multishift basis sufficient to supply roasted coffee to the Armed 
Forces having a strength of 8,000,000 men. 

The Marine Corps’ Philadelphia plant accounted for only 1.7 percent of the 
entire volume of roasted coffee produced by the military departments. This 
plant does not have vacuum packing equipment. Because of the relatively small 
amount of coffee roasted, its operating costs do not reflect the economies that 
normally result from volume production. For these reasons, Marine Corps 
activities located in the East would be more economically and effectively serviced 
with vacuum-packed coffee directly from the roasting plants at both Brooklyn and 
Atlanta. Under these circumstances, this plant should be phased out of opera- 
tion When the present inventory of green bean becomes exhausted. 

The Army plant located in Chicago roasted coffee in an amount equal to 3.8 
percent of the total production during 1951. Cost analysis based only on the 
operating expenses covering utilities and labor elements run about 200 percent 
more than at the Atlanta plant. The reason for the substantially higher roasting 
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cost is due to the small volume of production. There is no appreciable difference 
in the freight rate from Santos, Brazil, direct to Chicago via New Orleans, than 
the combined rate of importing green coffee at Brooklyn to be roasted and 
vacuum packed and then shipped to the Chicago area. This plant should be placed 
on an inactive status when its present large supply of green bean becomes 
exhausted. Reshipping the green coffee to Brooklyn for roasting is not practicable, 
as the one-way freight, alone, would cost more than roasting the coffee at the 
Chicago plant. 

The stock levels of green coffee at the San Antonio Depot as of October 1951 
were sufficient to last 2 years, based on average usage: Commercial contracts to 
roast coffee are inefficient and costly, due mainly to the double handling of the 
green bean from the depot to the roaster and the administration incident thereto, 
coupled with the additional inspection required to assure quality control, which 
includes the avoidance of such matters as short-roasts and the substitution of 
inferior coffee for Government-owned green coffee. There are two commercial 
contractors employed in the San Antonio area. It is, incidentally, difficult to 
reconcile the fact that they were awarded contracts on a formal bid basis on 
which they submitted identical bids to roast at $0.006499 per pound and roast 
and grind coffee at $0.006999 per pound. These contractors do not have equip- 
ment to vacuum pack in 20-pound cans. Nevertheless, the contracts should be 
continued for the time being, in view of the large green-bean inventory, and the 
impracticability of reshipping the green coffee to Atlanta to be roasted and 
vacuum packed and then returned to the San Antonio Depot for distribution. 
The capacity of the Atlanta plant is adequate to support the area. 

The volume of roasted coffee produced for the services at the commercial 
roasting plant at Denver averages about 95,000 pounds monthly, or 1.4 percent 
of Department of Defense production. The small volume, representing two car 
load shipments per month, could be more effectively furnished with vacuum- 
packed coffee direct from Oakland. This contract should not be renewed. 

In the event increased military consumption exceeds the full capacity of the 
roasting plants, consideration should be given to the utilization of portable 
roasters in areas of concentrated troop strength, in the same manner in which 
they are used in EUCOM before entering into commercial contracts. Since there 
are 18 portable roasters stored at zone of interior depots, no initial capital invest 
ment would be required to determine their effectiveness. The normal rated 
capacity of a portable roaster is sufficient to roast coffee for some 25,000 men, 
and its peak capacity could, of course, be substantially increased when operated 
on a multishift basis. The present cost of a portable roaster is in the neigh 
borhood of $7,000. If it becomes necessary to expand coffee-roasting operations 
to the extent of constructing an additional plant, priority consideration should 
be given to locating it in the San Antonio area because of the concentration oft 
military installations. It is estimated that the cost of a modern plant, equipped 
to produce monthly 1,000,000 pounds of vacuum-packed coffee, with an overfloy 
capacity of 250,000 pounds of bagged, roasted coffee, on a one-shift basis, would 
be $250,000. Commercial capacity should be utilized to the maximum extert 
before additional equipment is procured or plants established 

Any future expansion program should give due consideration to the rapidly 
growing consumer acceptance of soluble coffee, exhibit IV, and the increased 
cup output that may be achieved by combination of roasted and soluble coffee 
now in the experimental stage in the coffee industry. The group did not find 
any instance of a large restaurant chain using a soluble coffee in place of regular 
brewed coffee. While exhibit IV indicates increased use of soluble coffee, the 
increase cannot be interpreted to mean that soluble coffee has replaced brewed 
coffee in the precentages shown. Rather, a more logical conclusion is that soluble 
coffee is a beverage the consumer acceptance for which can be more properly 
ascribed to its preparation convenience. Exhibit IV reflects that 16.4 percent 
of total coffee volume sold was soluble. The military departments in 1951 pur 
chased $10 million of soluble coffee for special use rations, which represents about 
10 percent of the total purchases of all coffee consumed as a beverage by the mili 
tary departments. The Quartermaster Food and Container Institute is cor 
ducting research on the stability and acceptability of soluble coffee Recent 
tests reveal that solubles have comparative body and flavor, hut are not com 
parable in aroma to good quality freshly brewed coffee. 
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ExuHtsBit 4.—Soluble coffee usage, 1947 to 19517 


Percent of total coffee volume sold Percent of families buying soluble 
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SECTION 4. AREA DISTRIRUTION OF ROASTED AND GROUND COFFEE 






The Army distributes roasted coffee through the quartermaster market cen- 
ters, the depot distribution system, or directly from roasting plants to the con- 
sumer, and generally on a weekly cycle. The Navy similarly distributes through 
depots and directly from roasting plants. There is no set delivery frequency 
schedule, and apparently little consideration is given to the limited keeping 
qualities of roasted, bagged coffee. 

Quantitatively, a considerable amount of cross-servicing exists, but it is con- 
eentrated in two areas, the New York-New England area, and the California 
area. During 1951, approximately 30 percent of total Navy production was 
furnished to the Army, Air Force, and Marine Corps in these areas. Approx- 
imately 2%4 percent of total Army production in Army-operated zone of interior 
plants was supplied to the Navy, and this in the Great Lakes area only. Other 
than the cross servicing above indicated, the distribution of roasted coffee is 
independently performed by each service. The extent of overlapping of the sys- 
tems is in part illustrated in chart No. ITI. 












XY \ ARMY AMD AF INSTALLATIONS / ‘ 


(8 STATES) 
) gent AL) 
\ oe ie \ 
@mOTE: DOES MOT INCLUDE ALL POINTS OF ISSUE OR RECEIPT, \ / Fr 
AND 1S A GRAPHIC PICTURE WHICH DOES WOT INDICATE “ wo 
\ > SA 7 





MAVAL STATi om 
ORL EAns 






RELATIVE QUANTITIES WOVED. 






















GREER ABD PARTIALLY ROASTED 
Seam TO CARRIGEAR BASES 
Teeowan SEW GRLEARS PORT 















Chart 3 


DOD DISTRIBUTION PATTERN* =n “4 


ZONE OF INTERIOR a 
ROASTED & GREEN COFFEE att en 


| Rr 
@ wr station 


V6 : MC ROASTING PLAT A MC INSTALLATION 
B sACKSONY ILLE 


AND AF inst, ; ee ’ ARMY DEPOTS OR 
ALLATI Ons ‘ ' % rors oF rw 
OISTRIGUTION POINTS 


ARMY AnD 
(5 STATES) 
fg 8 oon At) 


25062 O - 53 (Face p. 390) No. 1 





AawY ROASTING PLART 
oa 


aATLAMTA, 


seuaasors 


,ecoae@e® 


KR REE 


PROPOSED AREA SUPPORT MISSIONS * 
ZONE OF INTERIOR 


FOR ARMY & NAVY COFFEE ROASTING PLANTS 


#0 CO 
WAVY, WARIME 
DO SHIPMENT 
THE APPROPRIATE 
uPOM 
EACH PLANT TO 


AND GROU 
CARLOA 
ACITIE 


TO ARur 
A 


OR DIRECT 
1S DETERMINED 


réo 
TED BY 
TERN 
WG PLANT CAP 
RATES FROW 





= 
a 
a 
= 
= 
S 


2 
a 
- 
2 
= 8: 
ov ® 
= 
co. = © 
B 
= 
Ss 
> 
co 
oa 
s 
So 
* 
< 
a 
Ss 
© 


W ROASTING PLANT 
VACUUM PACK 
) THE LOWEST RAIL FREIGHT 
CONSUMING ACTIVITIES. 


C 


#20 18. 


PROPOSED AREA DISTRIBUTION PAT 
COMSIDERATION OF (1) ROAST 


> 
> 
w 
= * 
= 
=o 
a 
“ 
Ms ww 
—~ & 
S¢€ 
= - 
~~ = 
ss 
=S 
vs 
=S 
= * 
>> 
“o@ 
=— 
S& 
Se 
“ 
o- 
- 2 


ROASTing 
fA 
° 
(2 


SEATTLE, WASH. 


\ 


* OTE: 














PROPOSED AREA SUPPORT MISSIONS x 


ARMY & NAVY COFFEE ROASTING PLANTS 
ZONE OF INTERIOR 


wavy ROASTING pLaat 
eRoon.vs, &. ¥- 


suru 
SUPPLY SYSTBS Division 
JAMBARY 1962 


25062 O - 53 (Face p. 390) No. 2 





Fa 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 39] 


It will be noted, for example, that the Army Atlanta plant ships to Army ac- 
tivities in northern Virginia and Maryland. The Navy Brooklyn plant ships 
coffee south to naval activities at Jacksonville, Pensacola, and Corpus Christi. 
Similarly, the Marine Corps’ Philadelphia plant ships as far south as Parris 
Island, 8S. C. The military installations in the vicinity of Washington, D. C., 
receive coffee from four different geographical points, i. e., Brooklyn, Phila- 
delphia, Norfolk, and Atlanta. The Naval Supply Center at Norfolk, Va., 
receives coffee that is roasted at Brooklyn and reships to the Naval Air Station, 
Memphis, via rail in freight cars that are routed through Atlanta. The obvious 
consequence in transportation costs is shown in the following concrete illus- 
trations of a few consolidated shipments during 1951: 


Annual 


poundage Annual tariff 


Army ships from Atlanta to Richmond, rail rate, $1.1766 per hundredweight 3, 000, 000 $35, 297. 00 
Ifshipments were from Brooklyn to Richmond, rail rate, $0.5559 per hundred- 
weight. oes , ‘ z 3, 000, 000 16, 677. 00 


Freight differential _. 18, 620. 00 


Navy ships from Brooklyn to— | 
Jackson ville, $1.1554 per hundredweight 1, 620, 000 18, 717. 48 
Pensacola, $1.7278 per hundredweight___- 240, 000 4,146.72 
Corpus Christi, $2.4910 per hundredweight | 300, 000 7, 473. 00 
Total ; : 30, 377. 20 
If shipments were from Atlanta to— 
Jacksonville, $0.9328 per hundredweight 1, 620, 000 15, 111. 36 
Pensacola, $0.9328 per hundredweight 240, 000 2, 238. 72 
Corpus Christi, $1.8020 per hundredweight - - - - _- : 300, 000 5, 406. 00 


ik deine ace : ; 22, 756. 08 
Freight differential. ................. 7, 581.12 


Rail freight rates from Brooklyn to Jacksonville, Pensacola, and Corpus 
Christi are used in the foregoing example rather than the lower water rates 
because in actual practice only rail carriers are utilized. 

Economies in transportation costs can be achieved without any loss to 
the effectiveness of supply support by the development of a Department of 
Defense distribution system which would assign areas to each of the military 
coffee roasting plants based on their respective production capacities. Ship- 
ments of vacuum packed coffee would be made to depots for redistribution to 
their satellite activities. In those cases where the consuming activities require 
coffee in carload quantities, direct shipment can be scheduled without physical 
handling through the appropriate distribution depots. A suggested Department 
of Defense area distribution system, designed to eliminate waste in transporta- 
tion costs is illustrated in Chart No. 4. This proposed area distribution system 
applies only to distribution from coffee roasting piants to military distribution 
depots, or when warranted, to direct shipment to consumers. The relative 
merits of distributing vacuum-packed coffee from distribution depots on a 
single, joint or cross servicing basis will be discussed in the study of the over- 
all subsistence nonperishable distribution systems. 


SECTION 5. REQUIREMENTS—GREEN COFFEE 


The Army uses a per-man consumption factor to determine gross green coffee 
requirements. This factor differs by area, season and feeding groups. The 
Navy uses issues from inventories as the base for computing requirements. The 
Army method gives weight to the several related considerations that affect 
consumption, whereas the Navy method is relatively simple in that it merely 
acts to replace the amounts issued without special consideration to the type of 
consumer. The group did not attempt to analyze the development and appli- 
cation of the several factors used, but analyzed results produced. 

Army.—Army on-hand stocks in the zone of ,interior from both a system- 
wide and area basis were over the authorized levels based on average monthly 
consumption. The stock levels for green coffee are different from those pre- 
scribed for other quarterly procured nonperishable items, primarily because 
the item is not indigenous to the United States and is an important element 
in the ration. 
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Green coffee stored at the various Army storage locations as of October 31, 
1951 represented an inventory ranging from 8 to 43 months. Green coffee on 
hand at each storage location, based on average monthly issues for the past 
7 months, is adequate to meet Army and Air Force requirements as follows: 


Require 


ments 


m hand 


Mor 


lants oversea 
mer r Mobil ffee roastir piar verse 


1 General Dy rt it f roasting pl ts oversea 


es requirements for Navy [ I hed by Chicago 


The prescribed stock levels and the relationship of on-hand stocks to issues 

shown in chart No. V 

Vavy.—Navy on-hand system-wide stocks were within authorized levels al- 
though area stocks were not in balance. East Coast stocks were considerably 
below authorized levels and at a point where any sudden demand, strike, or shift 
in Army, Navy, or Air Force personnel would disrupt supply support for coffee 
The prescribed stock levels for green coffee are also different than those for 
quarterly procured items 

Green colfee stored at Navy locations as of September 30, 1951, represented an 
inventory ranging from 1% to 6% months. Green coffee on hand at each 
storage location based on average annual issues for the past 9 months is adequate 
to meet requirements as follows: 


k. New Er 


The prescribed stock levels and the relationship of on-hand stocks to issues 


s shown in chart No, VI 

Requirements computation methods in the Army and Navy should be refined 
to assure a balanced relationship between (1) on-hand stocks, (2) established 
stock levels, and (3) issues of creen coffee. 

The stock levels policies for green coffee are different between the Army and 
Nav) The stock levels should be identical between the departments since (1) 
ohne service procures the item for all services, (2) the item is identical and 
procured from the same source for all services, (3) the time elapsing from 
placement of contract to delivery is the same for all services, and (4) the end 
ise of the item is the same between the services. Before a basic decision can 
be made as to what the specific stock levels should be, the many and complex 
influencing factors that logically must be weighed and related warrant detailed 
consideration. Among these are (1) procurement lead time, (2) production 
lead time, (3) distribution lead time, (4) transportation availability, (5) re- 
placement availability, (6) essentiality of the item, (7) pattern of distribution 
system, (S) volume and naturé of demand, (9) cost and availability of storage 
space, (10) availability of funds and (11) market conditions. Decisions on 
many of these factors reflect the responsibility and authority of command. 

If all coffee is vacuum packed and distributed through the depot systems as 
discussed in another section of this report, the resultant increase in pipeline 
inventories of roasted and ground coffee will permit a reduction of green coffee 
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stock levels without adversely affecting supply support. If, as also discussed in 
this report, the departments adopt a policy of storing green coffee at roasting 
plants only, the limits necessarily ‘imposed by available storage at these plants 
will likewise result in maintaining a lower level of green bean coffee. 

Commercial on-hand inventories of green bean coffee in the United States 
averaged approximately 60 days’ consumption (exhibit V). Commercial concerns 
controlled approximately 72 percent of the national inventories, and consumed 
93 percent of the total imports. The Armed Services combined on-hand inven- 
tories as of September 1951 were approximately 18 percent of the average national 
inventories from 1948 through the first quarter of 1951 and connsumed less than 
7 percent of the imports. If military stocks were maintained within the pre- 
scribed stock level policies, the inventories of the military would approximate 
15 percent of national inventory. 


ExHIsit 5 
UNITED STATES DEPARTMENT OF COMMERCE 
BUREAU OF THE CENSUS, WASHINGTON 
REPORT OF COFFEE INVENTORIES AND ROASTINGS, Marcu 31, 1951 


Inventories of green coffee in the United States on March 31, 1951, amounted 
to 3,355,000 bags, according to an announcement of the results of the recent coffee 
survey conducted by the Bureau of the Census in cooperation with the Depart- 
ment of Agriculture, Production and Marketing Administration. This amount 
represented an increase of 14 percent over the December 31, 1950, level but a drop 
of 14 percent below stocks on hand March 31 a year ago. 

Stocks of roasted coffee in the hands of roasters were placed at 687,000 bags 
(green coffee equivalent) at the end of March, a gain of 30 percent over Decem- 
ber 31, and 15 percent above March 1950 roasted coffee inventories. 

Roastings during the first quarter 1951 amounted to 5,216,000 bags, up 14 
percent over the previous quarter and 19 percent greater than the amount roasted 
during the first quarter, 1950. Based on the quantity roasted during the first 
quarter 1951, stocks of green coffee represented approximately 8 weeks of supply. 

The Bureau of the Census mailed schedules to all importers, roasters, and 
dealers, known or believed to be holders of green coffee in this country. The 
data on green coffee inventories and roastings shown in this release represent 
industry totals and are based on reports from a virtually complete response to the 
mailing. Data on green coffee inventories are limited to stocks which have cleared 
customs and are in the United States. Stocks in foreign trade zones or general 
order custom bonded warehouses and any stocks held for, or roasted by, the 
military services are not included. This survey does not cover quantities of 
roasted coffee held by wholesalers who did no roastings, by retail stores, or by the 
American housewife. 

Imports of green coffee during the first quarter reached a high of 6,668,000 bags, 
an increase of 50 percent over fourth quarter 1950 imports and 35 percent higher 
than green coffee imports during the first quarter 1950. Data on imports shown 
in this release were compiled by the Bureau of the Census as a part of its 
foreign trade statistics program. 


TABLE 1, Estimated total inventories of green and roasted coffee 
(Standard bags of 132.276 pounds each] 





Green Roasted 
coffee coffee ! 





3, 355, 000 687, 000 
2, 936, 000 527. 000 
3, 051, 000 518. 000 
2, 775, 000 458. 000 
3, 884, 000 596, 000 
3, 355, 000 675, 000 
3, 496, 000 460, 000 
3 
3 


Mar. 31, 1950 
Dee. 31, 1949 


, 345, 000 | 523, 000 
, 459, 000 570, 000 
3, 083, 000 625, 000 


1 Green coffee equivalent. 1 pound roasted coffee equivalent to 1.2 pounds green coffee. 
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TABLE 2. Estimated tatal coffee roasted 


indard bags of 132.276 pounds each 


Amount 


ousted 


yuarter 195] 
jyuarter 1950 
1050 


1 qua 

{ quarter 1950 

juarter 1950 
juart 


] 
er] 


Paste 3. United States imports for consumption of raw or green coff 


tandard bags of 132.276 pounds each 


1951 


It is the considered opinion of the group that the stock level of green coffee, 
in terms of days of supply, can be reduced. The determination of a stock level 
cannot be made on the basis of dollar cost alone unless a price tag can be placed 
on the benefits of uninterrupted supply support of this essential beverage to 
military personnel. Considering no other fact except that the operating level 
must at least be equal to elapsed time between receipts, and that as a practical 
matter input into the supply systems at intervals of less than 30 days is not 
feasible, the operating level must be at least 30 days. Considering that supply 
is subject to interruptions because of sudden changes in personnel strength, 
human error in requirements calculations, strikes or failures in communications 
systems, and the administraitve lag between actual receipt and the availability 
for issue, and in this instance that the recommended operating level is only 30 
days, the safety level should be at least 20 days. 

Consideration must also be given to the fact that coffee is not indigenous to 
the United States and that no adequate substitute for this essential beverage 
is available. This makes it advisable to maintain an import level to assure 
uninterrupted supply support in the event of internal political disorders, restric 
tive export controls, crop shortages, and communications difficulties in the pro 
ducing countries. Further, in the event of mobilization, military consumption 
Will immediately increase, pipelines will be immediately extended, and as the 
time required to import green coffee from producing countries is 60 days, the 
established stock levels must absorb in part the initial impact of accelerated 
operation until the volume of imports can be increased. 

It is concluded that stock levels of green bean coffee in the zone of interior 
should be identical between the services and that the maximum stock on hand at 
storage points should not exceed 120 days of supply based on expected consump- 
tion The breakdown of these levels follows: 

Days 
Operating level_- ‘ peck iacia ‘ 80 
Safety level___--- : ; aie — ; 30 
Import reserve level ‘ cia as ate, 60 


Stockage objective (total)- 
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It is recommended in another section of this report that all roasted and ground 
coffee be vacuum-packed in 20-pound containers. This will permit the establish- 
ment of levels of supply of this item at depots, posts, camps, and stations. It 
has also been recommended that car or truckload lots be delivered from the 
roasting plant directly to the user to the maximum extent possible. The degree 
to which this will be possible cannot be determined at this time, but it can logically 
be concluded that this method of distribution will substantially reduce the 
quantities of vacuum-packed coffee necessary to be carried in depot stocks. The 
recommendation to vacuum pack coffee in effect results in distribution of coffee 
through the depot systems of the departments in the same manner as other 
nonperishable items, with the exception as noted above. The question of stock 
levels for nonperishable items is a matter which will be treated in the study for 
all nonperishable subsistence items. 

Mobilization reserves of vacuum-packed coffee are established by the Joint 
Chiefs of Staff. 

Insofar as green coffee for overseas use is concerned, the group has recom- 
mended that the Department of the Army adopt the policy of direct shipment 
from vendors to overseas installations through ports of embarkation. 


SECTION 6. BUDGET——-FINANCE—PRICING 


Section 405 of the National Security Act of 1947, as amended, authorizes 
the establishment of working capital funds for (1) the purpose of financing 
inventories and (2) to provide working capital for industrial and commercial 
type operations. 

With respect to the above, there are basic differences between the depart- 
ments; i. e., the Army (includes the Air Force) and Marine Corps finance 
inventories of coffee with appropriated funds, whereas the Navy uses a revolving 
fund. The funds which finance the inventories of coffee are included in the 
departmental appropriation of revolving funds which finance the inventories 
for all items of subsistence. While the method of financing inventories between 
the services should be similar, the findings on coffee with respect to this func- 
tion are not sufficient to support a recommendation which would isolate coffee 
from other items in the system. 

With respect to the coffee roasting plants, the Army finances operation of 
the plants out of several subappropriations and programs, whereas the Navy 
uses a working capital fund. The significance of methods used to finance coffee 
plants is pointed up when consideration is given to the sales of military processed 
coffee by commissary stores. Operating costs are included in the price of 
coffee. When coffee is sold in Army and Air Foree commissary stores, the 
funds are collected in the quartermaster replacing account which is used to 
purchase subsistence for resale and issue. Thus, elements of coffee-processing 
costs, such as labor and utilities budgeted fer under programs other than sub- 
sistence, are recovered by sales and, in effect, augment the subsistence budget. 
Procedures should be established by the Army to prevent this. 

The cost of roasting of coffee by commercial contractors is included in the 
subsistence budget and sales of coffee produced in this instance do not result 
in augmenting subsistence funds. The 5-percent surcharge is separately ac- 
counted for and is not credited to the quartermaster replacing account for 
subsistence. 

Consideration was given to the necessity and desirability of financing and 
operating military-owned roasting plants under an industrial fund. It was 
determined that the use of an industrial fund is not practicable or necessary 
because (1) the relative simplicity of the coffee-roasting process and (2) the 
operations of roasting, grinding, and packing comprise the smallest cost element 
of the finished product. 

Irrespective of the method of financing the operation of the coffee plants, 
the selling price of coffee sold in the commissary stores should include all costs. 
Navy sales approximate 2,500,000 pounds annually. Army and Air Force sales 
figures were not centrally available. An estimate of Army and Air Force 
sales in the zone of interior, based on an average sale of 21 pounds per year 
to each cardholder and 350,000 zone of interior store permits in force, amounts 
to 7,000,000 pounds annually. This figure is based on data collected by the 
group, and exceeds the Army estimate which is based on 10 percent of zone of 
interior issues (exhibit VI). 

When this data was assembled, Army and Air Force commissary stores were 
selling coffee at 64 to 67 cents a pound; Navy and Marine Corps prices were 
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71 to 72 cents a pound. No attempt was made to analyze this price difference 
but, in general, they arise from (1) the legislative requirement that the Army 
and Air Force sell at cost (cost is defined in the act of July 5, 1884, U. S. CG. 
10-1238 as “the cost price of each article shall be understood * * * to be 
the invoice price of the last lot of the article received * * * prior to the 
first day of the month in which the sale is made’’) ; (2) Navy and Marine Corps 
commissary stores operate on a self-sustaining basis which requires varied 
mark-up percentages based on volume; and (3) additional elements of cost are 
included in Navy coffee-processing operations. Army and Air Force green 
coffee is purchased f. 0. b. port of entry and freight from the port to the roasting 
plant is not included in the price of the finished product. The Army and Air 
Force have recently added a 5-percent surcharge to all sales in commissary stores 
to comply with the provisions of section 628 of the 1952 Appropriation Act, 
which charge is levied to recover cost of first destination freight and 
certain miscellaneous costs of store operation. Substantially the same require 
ment is included in the 1953 Appropriation Act under section 627. 

The January 1952 market price on green coffee blend used in the services 
is ($0.5463, Santos 4’s; $0.5845, Colombians f. 0. b. port) $0.5577 per pound 
Shrinkage in roasting averages 16 percent which yields roasted coffee at $0.6636 
per pound without considering any other cost, such as roasting, bagging, grind 
ing, and the requirement that each commissary store rebag coffee from 50-pound 
sacks to 1- and 2-pound bags prior to resale. The February selling price for 
issue coffee in Army and Air Force commissaries in Washington, D. C., was 
$0.66, yet the cost of coffee based on the last purchase equaled $0.6636, exclusive 
of all processing and packaging costs. Appreciable amounts can be recovered 
by refining the methods of pricing coffee sold by commissary stores. 

Coffee-roasting plants, bread bakeries, fat-rendering plants, and ice-cream 
plants are food-processing units which are part of, and integrated with, the 
subsistence supply systems of each service. The budget and financial policies 
and procedures of each service are in many instances applicable to all these 
operations. It is the conelusion of the group that specific recommendations 
concerning budget preparation and financing of coffee plants should not be 
made on the basis of findings on coffee alone. 


EXHIBIT 6 


Findings of working group relating to issues of coffee roasted by military depart- 
ments to messes and to commissary stores for resale at selected installations 


ANDREWS AIR FORCE BASE, MD. 


Issues to Issues for 
mess resale 


May + 2, 900 3, 000 
June ani 3, 300 2, 700 
July | , 900 5, 100 
August ; 5, 950 
September , 850 
October a 7 j 3, 400 


Total — . 20, ‘ | 26, 000 


Total issues pounds. 46, 900 
Percent to mess ae 44+ 
Percent to resale ; nt J 2 et --- 55+ 
Commissary permits ; ; sda eciaa Ibi ie iapcedn ae 
Average ration strength aa soca sweccubandcibden jostle Tae 


BOLLING AIR FORCE BASE, WASHINGTON, D.C. 


| 


| Issues to Issues for 


1951 mess resale 


August ; ; ideaheees i beaduiteal 5, 600 6, 052 
September ._. pdddpdhitbduice de weet 6, 900 | 7, 566 
I ck atinenttitm kk as selletssaiiite : pane PRES, 13, 000 | 5, 134 


25, 500 18, 753 


Total issues a csisuhdcieni ama mimentintetiieaadem main .-pounds.. 44, 252 
Percent to mess.. 57+ 
Percent to resale_. 

Commissary permits 

Average ration strength 
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FORT MEADE, SECOND ARMY, MD. 


1951 Issues to | Issues for 
mess | resale 


laly . ‘ ; 28, 900 
August ‘ oe 21, 602 
September ; 30, 791 


Total....... i 81, 293 


lotal issues aca eal a> - iat pounds... 97, 99% 
Percent to mess 

Percent to resale 

Commissary permits A ie as ay 

A verage ration strength = hte sail i 17, 000 


MARINE CORPS AIR STATION QUANTICO, VA. 


. Issues to Issues for 
1951 mess resale 


uly 11. 600 
August 10, 400 
Septem ber 12, 880 


Total 


Total issues 

Pereent to mess 

Percent to resale 
(ommiussary permits 
Average ration strength 


! Includes 3,500 officer students and trainees. 


NAVAL AIR STATION, PATUXENT, MD 


Issues to 


mess 


May 12, 860 : 2 340 
June . 6, 820 3, 020 
July 4, 790 | 55 2, 520 
August 5 6, 950 73 1, 780 
September 7, 970 1, 680 
October i 12, 350 3, 260 
November ; . ‘ 9, 140 2, 45 1, 860 


Total __- 5 “* ‘ 60, 880 7, 16, 460 


1 20-pound tins sold to authorized messes. 


Total issues ‘ bs sae pounds... 94, 421 
Percent to mess alee aero a — 64+ 
Percent to resale . 6 : a 35+ 
Commissary permits ; 2, 675 
Average ration strength jocidanaienl . 3,800 


ATLANTA GENERAL DEPOT, ATLANTA, GA. 


Issues to Issues for 
mess resale 





manag enteanens semonanchiele 7 3, 088 2, 765 
August eatinaminoinats scp areehatle haath 5, 740 1, 820 
September ; niaees ; 7 2, 854 3, 360 
October - - - saniiie ms ; 4, 089 3, 230 
November nach y dda maigasitnasiiig 6, 132 3, 570 


21, 903 14, 745 





ID sc cicanaceadas icninnniiaiion aio —_ chitin pounds... 36, 648 


SO uns ou anabiuaininiiiiindsh ieeabela cinipaicinn ; é 59+ 
Percent to resale _- siakuliaht ciacreceinieiiahuiaganediid ' eae 40+ 
ee ce oeeemaa’ ae : 2, 000 
Average ration strength : cearewadhes aaa ‘ ... 2, 800-1, 600 
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SECTION 7. PROCUREMENT OF GREEN-BEAN COFFEE 


An abstract of coffee procurements made by the Army for the armed services 
from September 1950 through September 1951 indicates that the average prices 
paid by the military for Santos and Colombian coffees were generally lower than 
New York spot-market prices at the time the contracts Were awarded (chart VIT), 


CHART 
ARMY BUYING 


The Army has purchased (for the armed services) over 90 million dollars’ 
worth of coffee over the past 12 months and, on a tonnage basis, has bought an 
amount equivalent to about 6.5 percent of the country’s imports. On a 60-kilo 

g basis, purchases have totaled 1,298,209 bags (890,931 bags of Santos and 

278 bags of Colombian). Of this amount, 864,466 bags of Santos were for 
delivery in 1951 and 26,465 bags for delivery in January 1952; while 395,005 
bags of Colombian were for delivery in 1951 and 12,185 bags for delivery during 
the first month of 1952. These purchases, of course, do not include soluble 
coffee bought for combat kits 


sued daily by 


Ww ervice for the 
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Purchases of areen coffee bu the U.: tromy 


offee (132.24 


14, 1950 
. 21, 1950 
28, 1950 
20, 1950 
27, 1950 
4, 1951 

17, 1951 
»5 1 


1 
25. It 
31,1 


Jan 
Feb 
Mar 


Mar 


Mar 


Api 
May 
M Ay < 
June 
June 
July 
Aug 
Sept. 25, 1951 
Oct. 30, 1951 
Total 1951 de- 864, 
livery 
Total pounds. |114, 312 
Nov. &, 1951 12, 
Nov. 14, 1951 14 
Colombian coffee 
(154.28 bags) 
Novy. 21, 1950 P f 7 i 10 Bklyn 
Novy. 28, 1950 : 55. : 10 NY,SF,Sea, Hou, NO 
Dec. 20, 1950 7. 65 ». 15-26 NO, Sea, SF, NY 
Dee. 27, 1950 7 5 57.3 . 1-10 NY,SF,Sea, Hou, NO 
Jan. 4, 1951 J 23, 3 57. 31-5 february, Bklyn, Oak ‘ 
March. 
Jan. 17, 1951 24, 88: f 2 do SF, Sea 
Jan 1951 , 93: f f Feb. 15-25 NY, NO 
Jan. ¢ 1951 i , 0 3 Mar. 10-15 SF, Sea 
Feb. 15, 1951._- 7 } 2 | Mar. 10-15 NO, Hou, NY 
Mar. 14, 1951 y 5 58. 7 April, May, | Bklyn 
June 
Mar. 21, 1951 3, § 58. Apr. 1-15 Phil 
Mar. 29, 1951 , 635 58. 58. April, May, | NO, Hou 
June 
Apr. 24, 1951 13, ¢ 5 8. 5s May, June Oak,3 tock 
May 1, 1951 5, 116 { 5 June 15-25 NO, Hou 
May 29, 1951 8, 716 5 July 17 NO, Hou, NY 
June 19, 1951... 14, 25 57. 32- July, August.) Oak 
June 25, 1951 8, 68: 56. ¢ Aug. 17 NY, NO, Hou 
July 16, 1951 11, 662 5 Sept. 15-: Bklyn, Oak 
7 10, ¢ 58. 55-5¢ Oct. 1-10 Bklyn, Oak 
1951... 10, ¢ f 5-5 Nov. 1-10 Bklyn, Oak 
. ll, 5 { Dee. 1-10 Bklyn, Oak 
Total 1951 de- 338, 57. 73-5 
livery. 
Total pounds. 52, 147, 
Nov. 8, 1951 = 2, 59% f Bklyt 
Nov. 14, 1951 8, 4 f 7 NY, NO 


2 Includes 1-percent trade-discount terms. 

3 NO=New Orleans, Bklyn=Brooklyn, NY=New York, SF=San Francisco, Ho 
Seattle, Phil= Philadelphia. Stock =Stockton, Oak = Oakland 

* Average. 


Source: Prepared by Munitions Board Office of Supply, Supply Systems Division, January 
Coffee bids are submitted on a lot or “chop” basis. Importers do not own 


coffee in the quantities required by the armed services. Options are secured by 
each importer from their several agents in the growing country, each agent 
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offering a definite quantity at one or more prices. These lots are generally 
offered in multiples of 500 bags (66,000 pounds for Santos, and 75,000 pounds for 
Colombians). Invitations to bid result in importers each submitting bids for 
several lots of different amounts. Each of the lots have different prices which 
vary by a fraction of a cent. This difference between the lowest lot price and the 
highest lot price per pound is known as price spread, or price range. The signifi- 
cance of price spread is pointed up when it is realized that a difference of 1 mill 
per pound in the purchase price of the 193,000,000 pounds of coffee purchased by 
the American armed services from September 1950 to September 1951 represents 
approximately $200,000. 

An analysis of all procurements of green coffee by the Quartermaster Pur 
chasing Office in New York indicates that, for the period under review, the 
average price paid for Santos 4’s was $0.53106-$0.53689 compared with the 
average spot-market price of $0.53942. The range in the Columbian prices paid 
was $0.57734-$0.58234 in contrast with the average spot-market price of $0.58098 
Our examination further indicated that generally the greater the quantity of a 
purchase, there was a correspondingly larger number of lots awarded, which 
in turn reflect wider price spreads (charts VIII and IX). The records show 
that there are sizable differences in the monthly procurement of green coffee, 
although the consumption of roasted coffee is at a relatively constant rate. The 
elimination of procurement peaks is a responsibility of the inventory-control 
section of the requiring service. Requirements should be phased to minimize the 
impact on the coffee market and result in regular periodic input into the supply 
systems of the respective services. The phasing of procurement would result 
in lower average prices. 

Economies could also be realized by the purchasing agency, refusing to accept, 
when circumstances warrant, all bids covering the entire advertised quantity of 
the purchase, To accomplish this, a close liaison between the purchasing agency 
and the inventory-control units of the requiring services is imperative. Pur 
chases are made by the purchasing agency, without knowledge of either the 
Army’s or Navy’s stock status position. Neither are the requiring services sensi- 
tive to price and market situations. The following is illustrative of the foregoing : 

On June 19, 1951, the Army purchased for the Navy 7,000,000 pounds of Santos 
1's for delivery to Oakland, Calif. The price spread between the low and high 
awards was 7 mills. While this is not excessive, yet in terms of dollars this 
meant that the first million pounds cost the Navy, for instance, $6,700 less than 
the cost of the seventh million pounds. The important point is that the purchas 
ing agency was unable to exercise any judgment with regard to the procurement 
because they were not aware that the Navy’s stocks of Santos on-hand and due-in 
at Oakland totaled 10,612,065 pounds, or 6.2 months’ supply. This purchase in- 
creased the Oakland inventory of on-hand and due-in to 10.4 months, 

On March 29, 1951, the Army purchased 16,788,000 pounds of Santos 4’s, f. o. b. 
New Orleans port. The price spread between the low and high successful bidders 
was 6 mills. Even if the spread was much wider, all of the quantity advertised 
would be awarded, yet the quantity called for on this purchase represented 17 
months’ requirements based on the average production at the Atlanta and Chicago 
roasting plants for whom this coffee was purchased. 

On January 17, 1952, the Army purchased 7,000,000 pounds of Santos 4’s. The 
following day the Journal of Commerce, reporting on the coffee market stated: 
“* * * most of the industry stepped aside to await further developments in 
the differences arising between the Office of Price Stabilization and Brazil over 
price levels. The Army entering the market, however, found they had to pay 
about 1144 cents a pound over their last purchase.” 

Under the single-service purchase assignment, the designated department pur- 
chases requirements at the best price consistent with desired delivery. The quan- 
tity, destination, and time of delivery is determined by the using agency. It is 
the opinion of the group that the Quartermaster Purchasing Office in New York 
is efficiently performing the mechanics of the purchase assignment with respect 
to green-bean coffee. It also precludes the services from competing with one 
another. However, closer liaison with the inventory-control units of both the 
Army and Navy is essential in order to exercise proper judgment insofar as it 
pertains to the procurement of coffee under the single-service purchase assign- 
ment. 

A few of the large commercial roasters own their own plantations in coffee-pro- 
ducing countries and accordingly control the source of green coffee in addition 
to realizing the grower and any middleman profits. The vast majority of do- 
mestic roasters, however, purchase green coffee through importer-brokers on the 
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GREEN COFFEE PURCHASES FOR THE ARMED SERVICES * 


AUGUST 1950 TO DECEMBER 195i! 


PRICE SPREAD (IN MILLS) 




















* Extracted from THE GEORGE GORDON PATON & CO. Daily News Service on the coffee industry. 
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RELATION OF QUANTITY TO PRICE SPREAD ON 
GREEN COFFEE PURCHASES FOR THE ARMED SERVICES * 
AUGUST 1950 TO DECEMBER 1951 


PRICE SPREAD (IN MILLS) 
2 e 


1 


AMOUNT (IN MILLIONS OF POUNDS) 
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York Sugar and Coffee Exchange. The daily price fluctuations on this 
exchange reflect all factors effecting prices at both the ports of origin and at the 
ts of entry into the country, so no advantage would ultimately be gained by 
roasters buying green coffee at the ports of origin The records show that 
» services are buying green coffee at about the spot prices on the market from 
porters on a formal-bid basis. Hence, no benefits would accrue to the services 
y deviating from customary commercial practice and purchasing green coffee 
at the port of origin for domestic use 
For a period of several months following the outbreak of hostilities in Korea 
the Office of The Quartermaster General was utilizing negotiation in buying 
coffee, rather than using the normal method of formal advertising in order to 
rapidly build up inventories at that time. An analysis of the two methods of 
purchasing showed that no conclusions could be drawn as to which method is 
the better with respect to obtaining a lower price. Coffee is a commodity that 
is traded on a produce exchange and all bids, whether negotiated or formally 
advertised, are inseparably tied to the spot price on the exchange at the time of 
submission, and hence is not a susceptible commodity in making this determina 
tion 


SECTION 8. INSPECTION 


‘he inspection of green coffee for the armed services is different from other 
subsistence items in that green coffee is accepted on the basis of inspection by a 
non-Government agency, i. e., the National Coffee Association. The present 
method of inspection has over the past 12 years proved highly satisfactory and 
assures the receipt of only coffee that conforms in all respects to the purchase 
specifications. However, the General Accounting Office rendered a decision dated 
May 20, 1940, A-—52S0, published in 19 Comptroller General at page 941, which, 
in the opinion of the group, raises the question concerning the authority of the 
Office of the Quartermaster General to accept for the Government the inspection 
of coffee performed by the National Coffee Association in view of the following 
excerpt from that opinion: 

“The inspection of purchases by the United States is for the protection of the 
United States and not for the protection of vendors and can be accomplished 
properly only by persons responsible to the Government and acting under Govern 
ment supervision.” 

This opinion has been cited as authority by the General Accounting Office as 
recently as March 26, 1952, and it is therefore recommended that the appro- 
priateness of the National Coffee Association’s inspecting coffee for the military 
be reviewed by the Office of the Quartermaster General. 

The cost to the importer of inspecting coffee consigned to the armed services 
is $0.08 a bag, which, like all other elements of cost, is ultimately reflected in 
the quoted price. On the basis of coffee purchased by the armed services during 
1951, the aggregate cost of this service was about $112,000. This figure is ex- 
tremely low and is approximately only 0.112 percent of the cost of the coffee 
procured during that period, Yet, in this connection, an executive of one of 
the largest commercial concerns importing coffee in this country suggested, and 
in which the group concurs, that the $0.08 charge is high and should be renego- 
tiated in view of the large military volume and that less than 100 inspections 
are performed annually. 

The advisability of inspection by Government personnel has been considered 
in lieu of the present arrangement. Ports of entry at which inspections are 
performed are geographically widely dispersed, i. e., New York, New Orleans, San 
Francisco, and Seattle. Highly specialized personnel would be reyuired and 
their availability is limited, particularly in view of the comparatively high 
salaries they command from industry. In fact the present inspection system 
was devised in order to correct a situation whereby the military were not receiv- 
ing specification coffee because of inadequate inspection under such a system. 
Moreover, since the present method in which coffee is inspected closely parallels 
commercial practices, vendors may bid for military business at prices that re- 
flect the fact that they have complete assurance that normal business practices 
will be maintained. 

If the appropriateness of the National Coffee Association’s inspecting coffee 
for the military is affirmatively determined by the Office of the Quartermaster 
General, it is the judgment of the group that the present method of inspection 
is efficacious and has proved satisfactory to the Government and to the vendors. 
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SECTION 9. STORAGE AND DISTRIBUTION OF GREEN BEAN COFFEE 


The Army obtains green coffee from importers for storage in the depot system 
for subsequent shipment through ports of original entry to overseas roasting 
plants and to zone of interior Army operated or controlled roasting plants for 
processing. 

The Army ships approximately 9,800,000 pounds of green coffee annually to 
mobile roasting plants in Europe through the New York port. The present sup- 
port of this requirement is from the Belle Meade Depot, Somerville, N. J. When 
the Belle Meade inventory is exhausted, supply support responsibility will be 
transferred to the New Cumberland, Pa., depot. Consideration was given to the 
economy of utilizing commercial storage facilities in New York City. Com- 
parative cost computations indicate that it would cost an additional $24,336 
annually to store 10,000,000 pounds of coffee in commercial warehouses (exhibit 
VII). Estimated savings of $100,000 annually, however, would accrue to the 
Army if overseas requirements of green coffee were met by scheduling shipments 
directly from vendors through ports of embarkation to overseas activities. 


EXHIBIT 7 


Costs of transporting, storing, and handling green coffee—New Cumberland Depot 
against commercial storage in New York area 


New Cumber- Commercial 
land General stor » New 
Depot (cost t 
per LOO 
pounds 


eo eS 


Freight from port 
Freight to port 
In-handling 
Out-handling 


Total (excluding storage) 


The net saving to the Army is $0.252 per 100 pounds, e) 
Assuming issues from New Cumberland of 9,800,000 
ould have accrued to the Army if commercial storage 


$24,696.00 annually (98,000 ewt. by 0.252 


Storage per mont} 
Storage per year 


rhe net saving r 100 pounds to the Army is $9.0454 monthly and $0.5448 annually 
Assuming an erage inventory of 9 million pound i savings of $49,032 would 
by storing at the New Cumberland Depot in lieu of commercial storage in New Y 
savings in transportation, storage and handling to the Army by utilizing the New 
Depot rather than commercial storage in the New York City area amount to $24,33 
Commercial storage and handling costs obtained from the Army Quarter 
Commercial Warehouse Service Offic 
Military storage and handling costs obtained from Army Assistant Chief 
sion, Storage Branch 
Transportation costs obtained from the Army Qu 
portation, Navy Transportation Section, and the Per viv i tilroad 
2? Based on average issues from Belle Meade during 5 ne 1 ha 


Cross-hauling and double handling of green coffee for use in the zone of in 
terior result from the fact that it is not always stored at the location of the 
coffee-roasting plants. For example, 138,000,000 pounds of green coffee, or 18 
percent of the entire Army inventory as of October 1951, was stored at the Mem- 
phis General Depot. This must ultimately be shipped for processing at the roust- 
ing plants at Atlanta or Chicago. 

The Navy obtains green coffee from importers through contracts awarded by 
the Office of the Quartermaster General for delivery to roasting plants located 
at Brooklyn and Oakland (or Stockton). They do not maintain roasting facili- 
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ties overseas. There were 9,000,000 pounds of green coffee stored as of October 
31, 1951, at the Stockton Annex for eventual use at the Oakland roasting plant, 
necessitating duplicate hauling and handling. 

The policy of the military services with respect to storage of green coffee to 
support military roasting plants in the zone of interior should provide that, to 
the maximum extent possible, the first point of entry into the supply system be 
at the location of the roasting plants. 


SECTION 10. PACKAGING 


Differences in the prices of bags and containers used to package coffee were 
noted during the study. The price differences obtained between departments 
and between roasting plants within each department. For instance, 50-pound 
bags were charged into costs at the Army Atlanta plant at $0.06 each, and at the 
Seattle plant at $0.33 each. The Navy plant at Brooklyn costed 50-pound bags at 
$0.5202 each, whereas at the Oakland plant they were $0.376 each. Similarly, 
the paper cartons which are used for packing two 20-pound tins for shipping 
purposes were priced by the Navy at $0.2089 each, whereas Army cartons were 
priced at SO.8707 each at Atlanta, and $0.6933 each at Seattle. The prices at 
which 20-pound tins are charged into costs are identical between the Army and 
Navy, $0.407 each. 

The military departments should develop uniform standards for the con 
tainers used for packaging coffee. Appreciable savings could be achieved by con 
tainer standardization. 


Part IV. GENERAL INFORMATION RELATING TO COFFEE 


The relative importance of coffee in the military ration is comparable to its 
importance to the civilian diet. The United States consumes two-thirds of the 
world’s coffee production. Consumption of coffee in the United States increased 
from 3,288,177 bags per year, or 28 percent of the world production in 1882, to 
20,300,000 bags per year, or 66 percent of world production in 1951. 

Coffee is a major item of the military ration which cannot be successfully sub 
stituted for any extended period. It is the only major item of the ration that is 
not indigenous to the United States. The military departments, from September 
1950 through August 1951, purchased 193,665,000 pounds of green coffee. This 
represents purchases approximating $100 million, or about 7 percent of the 
average annual United States imports of green coffee for the past 3 years. Of 
this amount, approximately $67,000,000 was spent by the Army, $32,000,000 by 
the Navy, and $3,000,000 by the Marine Corps. The Army also purchased during 
1951 approximately $10,000,000 of soluble coffee for use in combat and emergency 
type rations. Not included in the above figures are the purchases of brand-named 
coffees in 1-pound vacuum-packed cans or of soluble coffees for resale to author- 
ized patrons of military commissary stores. During 1951, the military services 
consumed an average of 8,500,000 pounds of roasted coffee monthly. 

Seventy percent of the green coffees used by the military services is Santos 4, 
a Brazilian coffee exported from the port of Santos, Brazil, from which it gets its 
name. This coffee is shipped in 132-pound bags. The 4 represents the grade or 
type which ranges from 2 to 8. Type 2 is a high-grade coffee, and each type is 
successively lower in quality, with type 8 the lowest grade acceptable. In gen- 
eral, the number of imperfections such as black beans, broken beans, stones, 
sticks, pods, determines the type. The remaining 30 percent of the green coffee 
used by the military services is Medellin, Manizales, or Girardot, all of which 
are grouped under the generic name Colombians, so-called as this is the country 
in which these types of coffee are grown. This coffee is shipped in 154-pound 
bags. Colombian coffee in the green bean commands a price on the market of 
about 444 cents a pound more than Santos 4’s. 

The 70/30 blend of these coffees is standard among the military services. It 
produces a good coffee comparable to the blends sold by the leading chain stores 
in the United States. 

Coffee is also grown in and exported from 29 other countries. These include 
Guatemala, Haiti, India, Madagascar, and French Africa. Brazil and Colombia, 
however, produced approximately 71 percent of world coffee exportable produc- 
tion during 1948, 1949, and 1950. Of this amount 50 percent was produced by 
Brazil and the preponderant grade is Santos 4’s. These are some of the factors 
which were used by the military departments in determining the standard blend 
of 70 percent Santos 4’s and 30 percent Colombians currently used by the 
military services. 
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Green coffee is classified as a nonperishable product. Estimates of storage 
life extend to 10 years. Green coffee must be periodically fumigated to prevent or 
destroy mold or infestation. It loses some moisture during storage, but this 
does not have any appreciable effect on its aroma or flavor after it is roasted. 
When green coffee is roasted it loses from 15 to 16 percent of its weight. 

Roasted coffee or roasted and ground coffee is a highly perishable product. 
Unless it is vacuum packed, it rapidly loses its taste and aroma. Ground coffee 
is classified as vile 20 days after roasting and grinding. Roasted coffee beans 
are classified as vile 30 days after roasting. Vacuum packed, roasted coffee will 
retain its freshness for several months or until the can is opened, at which time 
it deteriorates at the same rate as roasted or roasted and ground cofiee which 
is not vacuum packed. 

The Army, Navy, and Marine Corps each operate coffee-roasting plants. The 
Air Force does not operate coffee-roasting plants. Their requirements are fur- 
nished by the Army and Navy. In addition, the Army contracts with two com- 
mercial roasters in San Antonio, Tex., and one in Denver, Colo., to roast green 
coffee for Army and Air Force installations in these areas. The locations of 
these plants are shown on chart I. 

The Army and the Navy package roasted bean coffee in 50-pound bags, and 
roasted and ground coffee in 50-pound bags, and 20-pound vacuum tins, The 
Marine Corps packs roasted bean and roasted and ground coffee in 50- and 
80-pound bags. The Marine Corps does not vacuum pack coffee. 

Bagged roasted or roasted and ground coffee which is processed in the zone 
of interior is used only in the zone of interior. As a general rule, roasted and 
ground coffee in 20-pound vacuum tins is stored as reserve, or used on ships or 
in overseas areas. The exception is the European theater where green coffee is 
shipped to be processed in Army operated mobile roasting plants and the 
Caribbean area where partially roasted coffee is shipped for further processing 
by mobile roasting plants. 


Part V. PORTRAYAL OF CURRENT MILITARY COFFEE OPERATIONS 


SECTION 1. LEGISLATIVE BACKGROUND 


Army 

There is no legislative authority specifically authorizing the operation of Army 
coffee roasting plants. The first legislative reference appears in the Army appro- 
priation bill of 1913, which includes a provision for the “* * * care and 
protection * * * coffee roasters and appliances for cooking and serving 
food at posts * * *.” The Ariny appropriation bill of 1916, under the state- 
ment showing costs and estimates for fiscal vear 1916, contains a footnote, “No 
estimate (for coffee roasters) submitted. Ali coffee is purchased already ground 
and roasted.” Subsequent to the bill of 1916, appropriation bills do not contain 
any reference to coffee roasting plants. 


Navy 

The legislative authority permitting the Navy to roast its own coffee is not 
based on substantive law, but is only found in naval appropriation acts. The 
initial appropriation of funds for the construction of a coffee mill at the New 
York Navy Yard was in the Naval Appropriation Act for the fiscal year 1858, 
and the available records indicate that coffee has been continuously roasted since 
that date. It is the view of Navy counsel (Bureau of Supplies and Accounts) 
that in the absence of substantive law, the appropriation acts, themselves, con- 
stitute basic legal authority for the Navy to operate coffee roasting plants. 


Marine Corps 


There is no enabling legislation for the operation of the Marine Corps coffee 
roasting plant in Philadelphia. It was established during World War II to 
satisfy Marine Corps requirements for roasted coffee. 


SECTION 2. REQUIREMENTS DETERMINATION 


This section of the report describes central requirements computation for pro- 
curement of the green bean. 


Army 

Requirements computation for the coffee required by the Army in the zone of 
interior and overseas is the responsibility of the Quartermaster General. The 
Quartermaster General also develops Air Force requirements as provided for in 
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the Army-Air Force agreement covering subsistence supply support. The pro- 
cedures employed for coffee are basically the same as those used for other sub 
sistence items stored in the Army distribution system, except that an increase 
factor of 19 percent is used to convert roasted requirements to the green bean 
equivalent. The requirements computation process is a several-sided operation, 
i. @,, gross requirements, subsequently adjusted to net requirements, are de 
eloped for procurement of green bean. Concurrently, distribution requirements 
are developed for allocation of green bean directly to roasting plants, to depots, 
or overseas commands. 

The factors used in quarterly requirements computation for procurement of the 
green bean are: (1) consumption per day per 1,000 rations by feeding group, (2) 
troop strength, and (3) consumption factors per authorized ration, or period 
estimates of sales through commissary stores. A description of these factors 
follows: 

(a) Consumption factors—Troop feeding.—Consumption factors (based on a 
yield of 82 8-ounce cups per pound of roasted coffee) for coffee consumed in the 

one of interior are developed by the Joint Army-Air Force Menu Board from 
past issue records and adjusted to satisfy dietary considerations. These data are 
furnished the Quartermaster on an annual menu recapitulation sheet which shows 
yearly projected consumption of coffee expressed in terms of pounds per 1,000 
rations by months and quarters. The factor currently used in computing coffee 
requirements for the zone of interior is the annual average and is used for all 
feeding groups. The current average annual consumption factor is 82.54 pounds 
per day per 1,000 rations, which provides for 2,641 S-ounce cups per day per man. 

Separate consumption factors, furnished by each overseas command for each 
feeding group (which are groups by types of work, or by location) are furnished 
to the Quartermaster General who reviews them for supply capability and valid 
ity These factors are developed by the overseas commands substantially the 
same as are the factors used in the zone of interior. The following are examples 
of overseas consumption factors: 


Pounds pet 


1,000 rations 


116. 40 
97.10 
71.40 
105 86 
125. 24 


105. 29 


(b) Consumption factors—Resale.—Resale store requirements for issue-type 
coffee in the zone of interior are currently computed on a basis of 10 percent of 
the gross requirements for troop issue in the zone of interior. This average 
has been computed by taking the estimated requirements for resale reported 
on stock status reports (WDAGO Form 1010) which are periodically furnished 
by consuming activities. 

Resale requirements for overseas are computed by using consumption factors 
and personnel strengths which are furnished by the overseas commands. The 
consumption factor is developed on the availability and acceptability of com- 
mercial brands of coffee in the particular area and past-issue data. Examples 
of these factors are: 


} ounce cups 
per man 
per day 


Pounds per 
1,000 rations 


51.7. 
41.4 
209. 90 
15. 61 . 4995 


The European theater does not furnish consumption factors for resale. Their 
requirements are requisitioned in pounds for a quarterly period. 

The personnel strengths, by groups or areas as appropriate, are furnished to the 
Quartermaster and are used to compute gross requirements for green bean pro- 
curement of balanced stocks of Colombian and Santos coffees. Overseas 
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rengths include all personnel regardless of service association or nationality. 

Gross requirements are adjusted by a review of over-all issue experiences, 
by excesses in overseas theaters, by addition of the requirements of the Navy 
inder the Great Lakes area cross-servicing agreement, and by reduction of the 

lantities which are to be furnished by the Navy under the California and New 
York-New England cross-servicing agreement. 

Gross requirements are adjusted to net requirements by applying all assets 
on-hand and due-in at depot level) in the zone of interior. The supply-demand 
review includes adjustment to the import reserve level (4 months), the operat- 
ng level or continental United States reserves (3 months), and the consumption 
for the period between supply-demand reviews (3 months). The minimum of 
stock to be on hand is 210 days of expected consumption ; the maximum is 300 days, 

e., stocks, depending upon frequency of input and rate of issue, fluctuate 
between 210 and 300 days of expected consumption. 

Net procurement requirements directives are forwarded to the Army Quarter- 
master Purchasing Agency, New York. Requirements are broken down by (1) 
Colombian and Santos, (2) delivery schedules, and (3) ports of entry or depot 
destination, 


Vavy 

The Bureau of Supplies and Accounts, Subsistence Division, develops the quar- 
terly estimates of Navy green coffee procurement requirements for issue and 
resale. Requirements are submitted to the Office of the Army Quartermaster 
General and are broken down by Colombian and Santos, destination and approxi 
inate desired delivery dates. Four months lead-time is allowed in advance of 
delivery schedules. The formula used for determining requirements for green 
coffee contains the following factors: 

(a) Issues during previous 6 months, 

(b) Average personnel strength during the period, 

(¢) Estimated personnel strength for the subsequent 6 months, 
(d) Maintenance of a 4% months on-hand stock level. 

The issue are the aggregate issues made to all activities—Army, Navy, Air 
Force, and Marine Corps—as reflected in reports submitted by the Brooklyn and 
Oakland roasting plants. Issues for the base period are compared with (1) the 
average naval personnel strength for the succeeding period, and (2) the esti- 
mated naval personnel strength for the succeeding time base period. A gross 
requirement subsequently adjusted to a net requirement is developed for the 
appropriate 3-month consumption period and for the maintenance of a 444 months’ 
on-hand stock level. No consideration in this computation is given to (1) changes 
in personnel strength in Army activities which in 1951 consumed approximately 
31.3 percent of Navy production, or to sales made by commissary stores which 
consumed 5.5 percent of Navy production, or to personnel changes in west coast 
Marine Corps activities which consumed approximately 1,200,000 pounds of Navy 
roasted coffee in 1951. Neither is special consideration given to the quantity of 
coffee supplied by the Army to naval activities in the Great Lakes area which 
approximates 700,000 pounds a year. 

The Navy does not ship green coffee to overseas bases. 


Varine Corps 

Requirements for green coffee to be roasted by the Philadelphia roasting plant 
are determined by the Subsistence Division, Office of the Quartermaster General 
of the Marine Corps, as needed, rather than at set periodic intervals. Require- 
ments are based on issues made by the Philadelphia roasting plant, which supports 
east coast Marine activities only. 


SECTION 38. BUDGET AND FINANCE—COFFEE REQUIREMENTS 


Funds for procurement of green coffee are included in funds appropriated for 
all subsistence. This function area will be treated in a subsequent report of the 
subsistence supply systems and the detail of budget development is not, there- 
fore, covered in this report. 

When the term “inventory requirements” is used in discussing budget, the term 
applies equally to green coffee at depots or at roasting plants and to roasted 
coffee at depots and at posts, camps, stations, and bases. 


irmy 
Budget and financing for coffee is accomplished in the same manner as for 
other subsistence matériel. Funds for the purchase of green coffee are in- 


25062 
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cluded in the budget subappropriation: “Subsistence of the Army” under th 
program: “Provisions and ration savings.” Included in this program are fund 
for troop consumption of coffee and for financing inventory requirements in th: 
zone of interior and overseas. These funds are also used to finance dex 
stocks of Air Force requirements for coffee. 

The roasting of coffee by commercial contractors is budgeted for under th: 
same subappropriation: “Subsistence of the Army,” but under the progran 
“Care and preservation of subsistence.” The funds included in this progra 
for commercial roasting are for the roasting and grinding operations only 
they do not include funds for packaging materials and other incidental cost 
which are included in the subappropriation: “Regular supplies of the Army.” 
Navy 

The annual budget of the Navy for subsistence is for consumption only. In 
ventory requirements for green coffee are financed by the naval stock fund 
The funds for consumption of coffee are included in the annual fiscal year 
appropriations for subsistence and are used to reimburse the stock fund as the 
coffee is consumed. 

Air Force 

Budget and financing for coffee by the Air Force is accomplished in th« 
same manner as for other subsistence. The Air Force budget for subsistenc 
includes funds for troop consumption of coffee in the zone of interior and over 
seas. The Air Force budget also includes funds for financing inventories of 
roasted or roasted and ground coffee at Air Force bases. The Air Force budget 
does not include funds for inventory requirements for green coffee stocks ; funds 
for these inventories are included in the Army budget or are financed by the 
naval stock fund. 


Marine Corps 

Budget and financing for green coffee is the same as for other items of sub- 
sistence. The budget for each fiscal year includes the funds for troop consump 
tion and the inventory requirements at the depot and station level. 


SECTION 4. BUDGET AND FINANCE—COFFEE ROASTING PLANT OPERATIONS 


Army 

The plant equipment (and spare parts for maintenance) is budgeted for under 
the subappropriation: “Regular supplies of the Army” and specifically in the 
program: “Special quartermaster equipment.” Included also under this subap- 
propriation, but in other programs, are funds for the procurement of supplies 
(except green coffee) and utilities incident to the coffee-roasting operation. 
The funds for the pay of civilian personnel employed in coffee-roasting plants 
of the Army budgeted for under the subappropriation “Incidental expenses of 
the Army.” 
Navy 

Financing for the cost of operating coffee-roasting plants is accomplished 
through a working capital fund. This fund finances the pay of civilian person- 
nel, the cost of supplies, and utilities, maintenance and repair (except major 
overhauls or purchases of plant property more than $100) incident to the proc- 
essing operation. 
Marine Corps 

Budget and financing for the maintenance and operation of the Marine Corps 
coffee-roasting plant in Philadelphia is budgeted for under the annual appropria- 
tion: “Marine Corps troops and facilities,” within the program entitled: ‘Main- 
tenance and Operation of Marine Corps Facilities.” 
Air Force 

The Air Force does not operate coffee-roasting and grinding plants. The Air 
Force receives supply support for coffee from the Army, through Army and 
Navy roasting plants. Budgeting and financing for all facilities and operations 
to accomplish this is provided by the Army, or the Navy. 


SECTION 5. PRICING OF COFFEE 
Army 


The Army Quartermaster General utilizes a monthly report: Coffee Production 
Report, as a basis for computing and publishing the monthly price of roasted 
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coffee (domestic and export pack). The report is prepared by Quartermaster 
Corps class II installations and activities which process coffee, or contract with 
commercial concerns, or the Navy for the purchase of processed coffee. The 
report sets forth actual quantities, ingredient and processing costs for all coffee 
yrocessed during the reporting month. A weighted cost price is obtained by 
applying the quantity of coffee and unit cost of each type of processing or pur- 
chase. The cost elements in the report which make up the price of the roasted 
and roasted and ground product are as follows: 

(a) Cost of green coffee furnished out of depot stocks. 

(b) Cost of loss due to normal shrinkage incurred in roasting (averages 16 
percent). 

(c) Depot processing costs (packaging materials, civilian labor, electricity 
and gas). 

(d) Contract processing costs by commercial concerns (includes cost of Gov- 
ernment-furnished products, such as packaging materials, but excludes the cost 
of green coffee bean). 

(e) Purchase costs (processed and packaged coffee purchased from the Navy). 


Navy 

The costs which make up the price of the roasted product are accumulated 
under the working capital fund for the coffee-roasting and grinding plants and 
include the following cost elements (the working capital fund is not charged 
with pay of military personnel, depreciation, storage, and handling cost, or pro- 
curement cost) : 

(a) Invoice cost of green coffee bean. 

(b) Labor (civilian employees engaged in roasting, grinding (and packaging 

f the product). 

(c) Maintenance and repair (all normal repair and maintenance of the coffee 
roasting plants, excluding major overhauls. 

(d) Utilities. 

(e) Factory office (cost apportioned against the coffee roasting plant). 

(f) Salvage of green coffee sacks and scrapings from roaster (proceeds of 
sale offset against cost of product). 

(9) Plant property (cost value of $100 or less). 

(kh) Services from parent activity (cost apportioned to working capital funds, 
including janitorial services, security, public works, and fiscal department). 
Marine Corps 

Costs entering into the price of coffee processed in the one Marine Corps 
coffee-roasting plant at Philadelphia consist only of the cost of the green bean 
processed and a shrinkage cost of 15.8 percent which is incurred in the roasting 
process. Other costs, such as civilian labor and utilities required in connection 
with the coffee-roasting operation are considered by the Marine Corps to be in- 
consequential as compared to the operation of the Philadelphia depot as a 
whole. Such costs are not apportioned for inclusion in the price of the roasted 
product. In addition, the Marine Corps does not incur any appreciable material- 
packaging costs since the original green coffee bags are used for the roasted 
product. 

SECTION 6. PROCUREMENT 
Army 

All green coffee for use by the three military departments is centrally procured 
by the Department of the Army under a Munitions Board single-service purchase 
assignment. Responsibility for implementing the assignment has been dele- 
gated to the Office of The Quartermaster General and all purchases of green 
coffee are made by the New York Quartermaster Procurement Agency. All 
coffee for use by military establishments, except brand name, is purchased as 
green bean from coffee importers. Green coffee is considered as a nonperishable 
item and is procured by formal advertising. The bidders’ list for this commodity 
includes all coffee importers that have indicated an interest in bidding on Gov- 
ernment contracts; approximately 60 to 65 firms. Response by industry to 
invitations to bid range from 15 to 20 responses. Quarterly or monthly military 
requirements are generally in excess of what one importer can furnish at one 
price. For example, to meet a military demand for 1 million pounds of green 
coffee, one importer may offer 8 lots of 1,000 bags (132,000 pounds each). The 
price on the first lot may be $50.413 and each succeeding lot for delivery at the 
same time will be a few mills higher. If delivery of a part of the total demand 
is scheduled in a subsequent month, the price of the first lot in that month may 
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be lower than the highest lot price quoted for delivery in the previous month 
The difference between the lowest and highest prices for the lots offered to meet 
the requirement is called price spread, or price range. Awards are usually 
made to several bidders in order to secure the amounts required by the military 
departments at the best price. Each bidder may be awarded several lots. 

Procurement requirements for green bean for the Departments of the Army 
and Air Foree are computed monthly by the Office of The Quartermaster Gen 
eral, and procurement directives are submitted to the procurement agency in 
New York. Procurement requirements for the Navy are submitted by the Bu 
reau of Supplies and Accounts to the Office of The Quartermaster General on a 
quarterly basis with the monthly requirement indicated. The Quartermaster 
General then issues a procurement directive to the New York Procurement 
Agency. The Marine Corps buys on an “as needed” basis, primarily because of 
the small volume processed by their single roasting plant. All requirements are 
normally submitted 4 months in advance of contemplated delivery date in order 
to provide sufficient lead time for the procuring agency and the green-coffee in- 
dustry. 

While the Department of the Army has the responsibility for single-service 
procurement of coffee, separate contracts for the Navy and Marine Corps re 
quirements are issued by the New York Procurement Agency. Requests for 
invitations for bids are not normally consolidated for all services requirements. 
Coffee for Navy use is procured f. 0. b. destination and generally f. 0. b. port for 
Army and Air Force requirements. After the award is made, contracts for Navy 
and Marine Corps procurements are transferred to the Department of the Navy 
for administration, including final payment to the vendor. 

The New York Procurement Agency phases procurements for military require- 
ments to meet the delivery schedules, specified by the using departments. Pro- 
curement in pounds of green coffee for the military departments for the period 
September 1950 through August 1951 was as follows: 


Army and 
Air Force 


Marine 


Navy Corps 


Total 


september 1950—-November 1950 14, 675, 000 16, 300, 000 960, 000 31, 825, 000 


December 1950-February 1951 52, 943, 000 13, 610, O00 66, 753, 000 
March 1951-May 1951 36, 402, 000 14, 600, 000 1, 500, 000 52, 5 
lune 1951-August 1951 28, 025, 000 16, 500, 000 42, 


130, 005, 000 61, 210, 000 2. 450, 000 193, 665, 000 


Green coffee for all the military departments is procured under the same Fed- 
eral Specification HHHC-571-31, dated March 1931, and amendment thereto, 
dated August 5, 1987. 


Vavy, Air Force, Marine Corps 


These services do not purchase green coffee. Each service purchases locally 
brand-name coffees for sale in resale stores. Roasted and ground coffee for 
troop use is purchased in certain isolated areas where detachments are operating 
under a garrison type ration. 


SECTION 7. INSPECTION 


Inspection of the green coffee bean prior to acceptance by the armed services 
is performed by members of the National Coffee Association. This arrangement 
was established in 1940 by agreement between the association and the Office 
of the Quartermaster General and has been in effect since that date. It pro- 
vides for a United States Army Advisory Committee on Coffee which consists 
of a permanent civilian chairman and three members selected from the coffee 
industry by the National Coffee Association. The members of the committee 
are located in New York, New Orleans, and San Francisco. Copies of the green 
bean awards are forwarded to the appropriate members of the committee. The 
member of the committee at the port of entry appoints a panel consisting of 
three members of the National Coffee Association. The three members per- 
form independent inspection of shipments by obtaining representative samples 
from lots offered and test for quality (infestation, mold, and foreign material). 
This type of inspection is a visual inspection wherein the members of the panel 
have no knowledge of the seller. Members of the panel are rotated and an 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT $13 


employee of the seller cannot serve on the panel. In addition to the quality 
test, the panel also conducts a cupping test to determine whether the aroma, 
body, and character of the coffee conforms to military requirements. The panel 
certifies that the shipments meet specifications and a certification is forwarded 
to the contracting officer at the Army Quartermaster Purchasing Agency, New 
York. Acceptance of this certification by the contracting officer represents ac 
ceptance as to the quality by the Government. If the vendor is not satisfied with 
the decision of the panel, an appeal may be made to the chairman within 48 
hours, and an appeal panel is appointed to review the decision. The decision of 
the appeal panel is final. Acceptance certificates, together with Government 
bills of lading and weighmasters’ certificates accompany the shipment to mili 
tary establishments. The National Coffee Association charges the contractor 
(importer) 8 cents a bag for this service. It is significant to note that this 
method of inspection closely parallels commercial practice. It is, however, 
also highly significant to observe that coffee is the only commodity of subsist- 
ence which is accepted on the basis of an inspection other than by a Government 
agency. Inspection charges for the 193,000,000 pounds of coffee purchased for 
the armed services during 1951 approximated $112,000. While inspection 
charges (8 cents per bag) are for the account of the seller, it is nevertheless an 
element of cost that the vendor includes in the determination of his price and 
hence this charge is ultimately paid for by the military departments 


SECTION 8. MILITARY AND COMMERCIAL ROASTING PLANTS 
try 


Green coffee is roasted, ground, and packaged for Army-Air Force troops issue 
and resale consumption in three Army-operated plants and three commercially 
operated plants in the zone of Interior. Mobile roasting plants are used exten 
sively in the European theater and to a very limited extent in the Pacifie and 
Caribbean, There are approximately 40 mobile roasters in the European theater. 
26 of which are in active use. Fourteen are not in use and are stored in overseas 
depots. There are 18 portable roasters stored in zone of interior depots. 
Overseas operations are not included in this report. 

The three Army-owned and operated plants have recently been modernized 
and the rated capacity of these plants is cataloged below : 


Number Rated Number | Normal | Vacuum Rated 


g : - : ' se, rated pack ; jon 
roasters | capacity grinders capacity 12) sealers | °#Pa% ity 


Location 


Pounds Pounds Pounds 
Atlanta senate ‘ j 60, 000 ¢ 64, 000 48, 000 
Seattle_.... ehabiensinces é 30, 000 : 64, 000 48, 000 
Chicago de ‘ d 30, 000 d 33, 600 


120, 000 7 161, 600 96, 000 


1 § hours. 
2 Varies with type of grind and type of equipment. 


The Army also contracts for coffee roasting with two commercial concerns in 
San Antonio, Tex., and one in Denver, Colo. Contracts with commercial roast- 
ers are for services only; i. e., storing, roasting, blending, grinding, and pack- 
aging. All material except processing equipment is furnished by the Army. The 
contractor is paid on the basis of green bean weigh-in under Army supervision 
at his plant. Contracts are let locally on a formal (advertised) basis, and for a 
period of 1 year. 

In the last 3 years, five invitations to bid were sent out each year by the San 
Antonio depot and three bids received under each invitation. Up until 1949, 
one company had been the successful bidder for the preceding 15 years. Since 
1949, it has been necessary to make awards to two contractors to meet area 
requirements. The awards are not made necessarily on the basis of the low 
bid; other considerations such as freight between the San Antonio depot and 
the contractor, and the adequacy of the contractor’s plant equipment and facil- 
ities are contributing factors. The cost of handling and shipping coffee substan- 
tially exceeds the roasting cost and the storage capacity and ability of the con- 
tractor to handle carload (70,000 pounds) shipments is of paramount impor- 
tance. The roasted product is shipped directly from the roaster to the consum- 
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ing military activity. The administration incident to requisitioning, shipment, 
inventory control and accounting is performed by the Army. 
The prices bid by both the San Antonio commercial roasters under existing 
contracts are identical: 
Per pound of green 
Roasting___ $0. 006499 
Roasting and grinding ‘ . 006999 


These prices include all elements of cost and profit normally included in a 
service contract. They do not include material. 

Total production for Army and Air Force use, including the three commercial 
roasters, for a 7-month period follows. 

Under a cross-servicing agreement with the Navy, Army, and Air Force, re 
quirements in the California and New York-New England areas are furnished 
from the Navy roasting plants. Total Army-Air Force requirements for processed 
coffee in pounds for July through November 1951 were furnished as follows: 


| 


Army plants | Navy plants 


| Commercial 
| producers 


| 


July | 
Number of pounds... ‘ “ 2, 313, 608 1, 047,070 300, 45¢ 
Percent of total 63. 20 28. 60 8. 20 
August: | | 

Number of pounds... . 2, 387, 32 809, 190 355, 500 

Percent of total . 67. 21 22. 79 10. 00 
Septem ber 

Number of pounds... peeatdtiits . . 2, 594, 017 | 807, 990 389, 350 

Percent of total 68. 43 21.31 10. 2 
October: 

Number of pounds 3, 163, 878 , 660, 800 501, 250 

Percent of total. 56. 2 34. 85 8. 92 
November: 

Number of pounds 2, 821, 140 , 304, 000 690, 800 

Percent of total 58. 57 27.09 14. 34 


Under a cross-servicing agreement in the Great Lakes area the Army furnishes 
an average of 60,000 pounds or 25 percent of Chicago’s monthly production to 
proximate Navy installations in the Fourth, Ninth, and Tenth Naval Districts. 
It is significant to note that a cross-Servicing agreement between Army and 
Navy utilizing Army plants at Seattle and Atlanta has not been established. 

The following is an extract from Army cost records showing labor and utility 
costs of processed coffee in 50-pound bags: 


Production of roasted coffee in pounds 


Atlanta (40-hour Seattle (80-hour Denver San 
week week) Chicago Antonio 
4 1 com- > 
(40-hour | ine rcial (2 com- 
week), firm), | mercial 
Vacuum | roasted : ; firms), 


packed 2 roasted roasted ! 


Vacuum 


packed ? Roasted ! 


Roasted 


703, 640 None 142, 350 |1, 115, 360 406, 100 82, 550 371, 900 

521, 090 174, 544 133,850 | 893, 600 282, 600 84, 200 344, 150 

589, 760 217, 398 98, 150 | 1,037, 600 370, TOO 85, 800 214, 650 

396, 030 io 98, 600 | 1, 223, 360 259, 250 70, 700 | 284, 800 

478, 225 292, 56 88, 300 |1, 435, 880 299, 050 97, 700 303, 850 
1, 890, O80 65, 350 122, 700 378, 550 
l, 106, 


425 5, 2 117, 800 
52, 900 J > 114, 000 750 584, 050 


548, 640 105, 600 
37, 070 |1, 259, 862 793, 050 |9, 144,520 1,788,650 | 650,400 |2, 481,950 
179, 980 56, 647 53,180 | 255, 522 92,915 | 354, 565 

113, 293 |1, 306, 360 


Quantity or percent ground not available. All in 50-pound bags. 
2? Allground, Allin 20-pound tins. 
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July August September October November December 


SEATTLE 


Bulk pounds _-_- 98, 150 98, 600 88, 300 117, 800 114, 000 109, 575 


tas... atid $109. 63 9. 95 $69. 20 $84. 97 $104. 61 $92. 97 
Electricity - - 29. 94 : 7 18. 64 16. 86 20. 92 22. 95 
Labor--.. } 564. § 322. 93 430. 57 431.79 387. 08 


ATLANTA 


Bulk pounds --.- 9, 76 396, 030 478, 225 925, 425 1, 052, 900 1, 072, 650 
COE. concn 51. § 22 $52. 42 $74. 91 $151. 41 $140. 75 
Electricity - .....-. 3 35. 5¢ 44.11 61. 66 90. 22 87. 03 
Labor . oe 1, 394. 96 2, 535. 20 3, 230. 00 3, 001. 00 
13, 733 


CHICAGO 


Bulk pounds --- 370, 700 259, 250 299, 050 63, 350 105, 600 515, 050 |. cae 


Gas $173.31 | $161.19 | $152.60 | $164.11! $83.64 $206. 83 "$941. 76 


Electricity. .-.- 58. 50 58. 50 58. 50 58. 50 58. 50 81. 90 374. 40 
LOOT, Lidndie whine 2, 412.7 2, 176. 05 2, 210. 53 1, 415. 87 1, 705. 43 2, 969. 92 12, 890. 51 


Total. _- ec iciacecties Micmin Nl oiiaieh aia oat ; . sa cael 14, 206. 67 


Because of area differentials in cost of labor and utilities and that the costs 
have been apportioned, costs vary widely between plants. So it appears that no 
basis exists for comparing the costs of the commercial operation in San An- 
tonio with those of an Army operation. The weighted average cost of the Army 
plants, considering only the elements of direct labor and utilities amounted to 
$0.0068944 per pound of roasted coffee. The contractor cost of $0.006499 per 
pound of green coffee, amounts to $0.007733 per pound of roasted coffee. 

Navy.—tThe Navy operates two roasting plants: Brooklyn, N. Y., and Oakland, 
Calif. The Navy does not contract for the commercial roasting and grinding of 
coffee. 

The coffee roasting plant at Brooklyn is installing new equipment and this 
modernization expansion program is scheduled for completion by March 15, 1952. 
When completed there will be nine roasters and grinders in operation, having 
a rated 90,000-pound capacity per 8-hour shift. It is estimated that about 75 
percent of the roasting capacity may be vacuum packed. The plant normally 
operates on a two-shift per day schedule and, on that operating basis, the monthly 
capacity will approximate 4 million pounds. This potential compares with an 
average monthly produetion volume this year of 1,500,000, of which 1,275,000 (S85 
percent) is issued to naval activities and 225,000 pounds (15 percent) is issued 
to Army and Air Force activities. This volume consisted of 73.5 percent bagged 
coffee and 26.5 percent vacuum packed. 

The plant located at Oakland has had six burners in operation since May 16, 
1951, when new equipment was installed. The rated capacity for roasting, 
grinding, and vacuum packing is 72,000 pounds per 8-hour shift. The potential 
monthly production on a two-shift-per-day basis is in the neighborhood of 3 mil- 
lion pounds. The average monthly production, during 1951, was about 2,100,000 
pounds, of which 27.5 percent was bagged, while 72.5 percent was vacuum packed. 
Of this, the Navy received 1,200,000 (57.2 percent) while as much as 900,000 
pounds (42.8 percent) was produced for the Army and Air Force 

After March 15, 1952, when the new equipment will be installed at Brooklyn, 
the combined monthly production capacity at both plants, operating on a two- 
shift schedule, will have a potential of about 7 million pounds. This new 
capacity compares with the actual aggregate average monthly production in 
1951 of roasted coffee of some 3,600,000 pounds, of which 2,475,000 pounds (68.7 
percent) was for the Navy and 1,120,000 pounds (31.3 percent) for the Army. 

The following is a tabulation of production in the Navy coffee roasting plants: 
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711, 650 552, 52k 1, 264, 170 
070. 550 75. S80 1. 546, 430 
862, 400 5 20 2, 368, 600 
063, 250 17, 680 1, 470, 930 
174, 700 5 480 1, 528, 180 
81, 250 60 1 7. 610 
189. 050 120 15 470) 
024, 350 3, 260 287, 610 


» 120 7, 470 


s. 706, 920 


2, 012, 214 411, 880 


The costs of processing the green coffee in Navy plants are accumulated under 
a funded operation and include all elements of cost except amortization of equip 
ment and buildings, initial cost of equipment and pay of military personnel 
Coffee processed in these plants when issued to messes is reimbursed from the 
appropriations which finance feeding of personnel. It is also sold for cash to 
other consumers, Which moneys are used to reimburse the fund 

The operating costs from July to October 1951 for the Brooklyn plant are 
tabulated below 


Cost statement by products, month of October 1951 


Current calendar month July 1 to date 


Navy bags Navy tins Navy bags Navy 


t process costs 


Roasting $0. 003561 $0. 003561 $0. 003993 $0. 00399. 
Vacuum-packing labor 003330 003284 
Packaging in cartons 002480 002044 
Bagging labor OOOR61 000921 
Material 
Green coffee 651207 651207 662700 662700 
Tins 020021 020031 
Cartons 012389 012089 
Bags 012201 012205 


lotal cost per pound 667830 692UR8 679819 704141 
Current issue or sales price per pound $0. 67 


A verage issue or sales price per pound $0. 681415 $0. 707593 
Pounds produced 1, 023, 950 M5, 34 3, 668, 550 1, 999, 920 


Total cost $683, 824. 53 22, $2, 492, 648.56 | $1, 409, 592. 62 
l 


Issue or sales price 686, 046. 50 325, 7: 2, 499, 803. 50 415, 130.00 


Gain 2, 221. 97 3, 262. 8% 7, 154. 94 


Total issue or Total actual Actual 
sales price cost gain 


Current month $1, 011, 770. 50 $1, 006, 284. 80 $5, 485. 70 
July 1 to date 3, 914, 933. 50 3, 902, 177. 06 5 
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Cost statement by processes, month of October 1951 


Roast 
Miscellaneou 
plies 
Heat 
Electricity 
Gas 
Water 
Direct labor 
Sick leave 
Time allowed 
Annual leave 
Supervision 16 


Total roasting $0. 003561 |1, 489, 270 303.05 $0. 003993 
Vacuum labor 0) 465, 320 1, 549. 66 003284 
Packaged in cartons 002480 465, 320 1, 153. 97 002044 
Bag labor OLOR61 1, 023, 950 R81. 24 000921 
Mat-coffee 651207 (1, 489, 270 969, 823. 08 662700 5.6 70 3.756 7.09 
Mat-tins . 020021 465, 320 9,316. 00 020031 40. 060. 00 
Mat-bags 012201 1,023, 950 12, 492. 80 012205 3 55 44, 774. 00 


Mat-cartons - 012389 465, 320 », 765. 00 012089 24, 177. 92 


Total cost * 1, 006, 284. 80 3, 902, 177806 


Material statement, month of October 1951 


; , nit cost 
Green coffee Variety Pounds ee Amount 
‘ or price 


Issued to plant Santos , 256, $0. 5 $678, 707. 64 
Colombians 93, 5 291, 115. 44 


969, 823. OS 


Lost in roasting (14.91 percent) Santos , 43 5 101, 212. 74 
Colombians 3,5 - 5g 43,412.79 


144, 625. 53 


Roasted coffee preduced se Santos... ; 5 577, 494. 90 
Colombians ns 247, 702. 65 


Bags 
Tins 465, 320 
1, 489, 270 


Number 


Tins 23, 290 ) 9, 316. 00 
20, 480 } 12, 492. 00 
Cartons 15,170 @ 5, 765. 00 


Bags 


1 14,000 at $0.37 

21,170 at $0.50. 
Marine Corps 

The Marine Corps operates a small coffee plant at Philadelphia. It consists 
of one burner and has a roasting capacity of 6,800 pounds for an 8-hour shift. 
It is roughly estimated that it has a rated production capacity, operating with 
two shifts, sufficient to roast monthly approximately 275,000 pounds. The actual 
monthly production of roasted coffee this year averaged about 110,000 pounds. 

The costs of operating this plant are absorbed in the costs incident to the 
operation of the depot. 


SECTION 9. STORAGE AND DISTRIBUTION 


This section outlines the storage and distribution systems of the military 
departments for (@) green coffee and (0b) roasted coffee. 


irmy 
Green coffee-—The Army stores and distributes the green coffee bean for issue 
to (a) overseas mobile coffee roasting units, (b) Army coffee roasting plants in 
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the continental United States, and (c) commercial concerns roasting coffee under 
Army contract. 

Green colfee is stored at Army depots and Army roasting plants with the ex- 
ception of quantities required to be on hand at contract roasters in Denver and 
San Antonio. Depots storing the green coffee bean are (a) New Cumberland 
General Depot, (b) Belle Meade General Depot, (¢) Atlanta General Depot, (d) 
Memphis General Depot, (e) San Antonio General Depot, (f) Chicago Quarter- 
master Depot, and (g) Sharpe General Depot in Tracey, Calif. Army coffee 
roasting plants are located at Atlanta, Chicago, and Seattle. 

The Army imports through New York, New Orleans, Houston, San Francisco, 
and Seattle. Imports at New York have been shipped to Belle Meade until re- 
cently ; they are now directed to New Cumberland. Green coffee stored at Belle 
Meade and New Cumberland supports overseas requirements through the New 
York Port. Green coffee imports at New Orleans are shipped to the Army depots 
at Atlanta, Memphis, and Chicago. Shipments to Chicago and Atlanta support 
the coffee roasting and grinding activities located at these installations. Ship- 
ments into Memphis are for use at either Atlanta or Chicago, or for shipment 
overseas. Stocks at Atlanta are also shipped back through the New Orleans 
Port to meet overseas requirements. Green bean imports at Houston are shipped 
to San Antonio, for transfer as required to the commercial concerns roasting 
coffee under Army contract. Green bean imports at San Francisco are shipped 
to the Army Sharpe General Depot at Tracey, Calif. These stocks are shipped 
out as required back through the San Francisco Port to overseas installations 
and to the commercial concern at Denver which roasts coffee under Army con- 
tract. Green bean imports at Seattle are stored at the coffee roasting plant 
in that city. 

Roasted and ground coffee—The Army distributes roasted coffee from the 
Army roasting plants and from three commercial contractors, and controls dis- 
tribution through the Army Quartermaster depot distribution system and the 
Army Quartermaster market center system. The Army also issues roasted 
coffee to Air Force using activities, and to several Navy installations under an 
Army-Navy cross-servicing agreement. 

Roasted coffee is distributed either as whole bean coffee in 50-pound paper 
bags, as roasted and ground coffee in 50-pound paper bags, or as roasted and 
ground coffee in 19- to 20-pound vacuum-packed tins. Storage within the Army 
depot distribution system is limited to vacuum-packed coffee which is destined 
ultimately for overseas shipment. Coffee in 50-pound paper bags is normally 
shipped direct to using activities from the roasting plant, except in those in- 
stances where shipments are made to distribution points for further distribution 
to using activities, when transportation savings can be realized. 

The Army distribution cycle for the supply of coffee to using activities in the 
continental United States originates with the submission of monthly requisitions 
from such activities. The requisitions reflect weekly deliveries desired by the 
using installation. The requisitioning channels for the distribution of coffee 
within the Army and Air Force vary so that some requisitions are submitted 
through the Army Quartermaster depot distribution system and others through 
the Army Quartermaster market center system. 

Distribution to 28 Army and Air Force activities in New York, New Jersey, 
Massachusetts, Maine, Pennsylvania, and New Hampshire is controlled by the 
Army Quartermaster market center in New York. The coffee is processed by 
the Navy Brookly coffee roasting plant. Distribution is direct from the plant 
to the using activities. The Navy coffee plant also vacuum packs coffee in 
20-pound tins for shipment through the New York Port of Embarkation for Army 
and Air Force overseas activities. 

Distribution to 32 Army and Air Force and 7 naval installations in Indiana, 
Tilinois, Michigan, Kentucky, Missouri, Ohio, Wisconsin, Nebraska, Minnesota, 
Tennessee, and Kansas is controlled by the Army Quartermaster market center 
in Chicago. The coffee is processed by the Army coffee roasting plant at the 
Chicago Army Quartermaster Depot. Distribution is direct from the plant to 
the using activities. 

Distribution to 36 Army and Air Force activities in Mississippi, North Caro- 
lina, South Carolina, Georgia, Alabama, Tennessee, Florida, and Louisiana is 
eontrolled by the Army Atlanta General Depot. The coffee is processed by the 
Atlanta coffee roasting plant located at the depot. Distribution is direct from 
the plant except that the Army Quartermaster Richmond Market Center and 
the Market Center Distribution Point in Alexandria, Virginia, redistribute coffee 
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to satellited installations. The Richmond Market Center redistributes to 10 
activities in Virginia, Delaware, and Maryland, and the District of Columbia. 
Roasted coffee in 20-pound vacuum tins is produced at the coffee plant in Atlanta, 
for distribution to overseas activities of the Army and Air Force. A reserve 
stock of vacuum-packed coffee is maintained at the Atlanta Depot. Stock rota- 
tion is practiced with respect to the reserve stock of vacuum-packed coffee. 

Distribution to 44 Army and Air Force activities in Texas, Louisiana, New 
Mexico, and Oklahoma is controlled by the San Antonio General Depot. The 
coffee is processed from green coffee bean furnished from the San Antonio Depot 
by two commercial contractors located in San Antonio. Distribution is direct 
from the contractor’s plant to using activities. Depot representatives physically 
inspect, weigh, and inventory coffee on hand in the contractors’ warehouses. 
Physical inventories are taken weekly. 

Distribution to 26 Army and Air Force activities in California, Arizona, and 
Nevada is controlled by two Army Quartermaster market centers, one in Los 
Angeles and the other in San Francisco. The coffee is processed by the Navy 
coffee plant in Oakland, Calif. Distribution to the 15 installations controlled 
by Los Angeles Market Center is from the Navy coffee plant to the mar- 
ket center distribution point in Los Angeles from which point redistribution is 
made to the appropriate installations. Distribution to the 11 installations con- 
trolled by the San Francisco Market Center is direct from the Navy coffee plant 
to the using activities. Roasted coffee in 20-pound vacuum tins is produced at 
the Navy coffee roasting plant in Oakland, for shipment to overseas activities of 
the Army and Air Force through the San Francisco Port of Embarkation. 

Distribution to 10 Army and Air Force activities in Colorado, South Dakota, 
Utah, and Wyoming is controlled by the Quartermaster market center in Denver, 
The coffee is processed by contractor from green coffee bean furnished from the 
Army Sharpe General Depot at Tracey, Calif., by a commercial concern located 
in Denver. Delivery is direct from the contractor’s plant to the using activities. 

Distribution to 11 Army and Air Force activities in Washington, Oregon, Mon- 
tana, and Idaho is controlled by the Army Quartermaster market center in 
Seattle. The coffee is processed by the Auburn General Depot coffee plant in 
Seattle. Distribution is direct from the coffee plant to using activities. Roasted 
coffee in 20-pound vacuum tins is produced at the Seattle plant for distribution 
to overseas activities of the Army and Air Force through the Seattle Port of 
Embarkation. 

The attached tables reflect stock status information relating to green and 
roasted coffee in the Department of the Army. 


TABLE I.—Coffee status report, Army and Air Force, Dec. 31, 1950, through 
Oct. 31, 1951 


{In 1,000 pounds] 


Green bean Roasted or roasted and ground 


Issues | Roasted or 

Due in through Vacuum roasted and 
On hand from pro- ports of pack on ground 
curement | embarka- | hand 50-pound 

bag issues 


Month 
Vacuum 
pack issues 


December 1950 10, 558 | 35, 178 | 
January 1951__.- Rniecitecetectencal 10, 107 36, 889 

PEE Bi cntnncnnadweess 16, 711 | 28, 403 | | 329 
March 1951 30, 785 | 35, 357 | 32 | 3, 9 920 
April 1951_._-- 5 ” cities 51, 937 11, 707 36 287 
May 1951 enmee . 58, 399 24, 837 | , 225 279 
June 1951_..--. pounal 64, 610 18, 303 1, 389 112 
July 1951 sola we — 68, 968 14, 471 1, 092 171 
August 1951 iain 73, 007 7, 838 749 , 482 
September 1951 aves 75, 026 | 2, 217 1, 042 | O89 
i ees 72, 651 632 618 550 


033 


700 


| Pre prrprprpyyye 
| Cn OO et cn 109 


PRS rm wp 





TR iictintnce thinediine : adgaaiade 10, 391 24, 067 
Monthly average, 11 months- -| 48, 433 | 19, 621 945 | 
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TABLE III.—IJssues of green coffee bean in support of Army and Ai 


activities overseas 


In 1,000 pounds] 


Fron Belle 

Meade Gene 
Month Depot through 
N¢ w Ye rk por 


ibarkatic 


December 1950 
inuary 1951 
February 1951 

March 1951 
April 1951 

May 1951 

June 1951 

July 1951 
August 1951 
September 1951 
October 1951 


Total 


Navy 


Green coffee —The Navy does not distribute green coffee to overseas activi- 
ties. All requirements are received through the ports of New York and San 
Francisco and ——— in depots in or proximate to the roasting plants. During 
World War II the Navy temporarily operated a roasting plant in Hawaii and 
the green bean required for this operation was shipped from Oakland, Calif. 

Inventories of green bean of coffee for 1951 are tabulated below : 


Green bean inventory 


Ir 1,000 pound 
On hand (end of me 
Brooklyn | Oakland 


September 5 } 
August 75 15, 295 19, 371 
July 763 5 16, 179 
June 22 9, 533 13, 656 
May 3, 56 7, 5 11, 071 
April 7 7, 273 10, 981 
March , 83 11, 251 
February ; 7 8, 561 
January , 992 2 10, 795 


yet 


Roasted and ground.—Article 41244-1, Supply and Accounting Manual (com 
missary, clothing and small stores, and ships’ stores) provides that the roasting 
plants will pack coffee for distribution in 

“(1) Roasted bean in 50-pound bags for use by continental United States activi 
ties ashore equipped with coffee-grinding machines ; 


(2) Roasted and ground in 50-pound bags for use by continental United States 
u ‘tivities ashore not equipped with coffee grinding machines; and 

“(3) Roasted and ground in 20-pound vacuum packed cans for use by vessels 
and activities outside continental United States.” 

In case of bagged coffee, all shore activities submit requisitions directly to 
the Naval Clothing Facility, Brooklyn, or the Naval Supply Center, Oakland, 
(where the Navy plants are located) unless it is more practicable to submit 
requisitions to the nearest distribution point. Stocks of vacuum-packed coffee 
are maintained by distribution points and primary stock points through requisi- 
tions submitted to the roasting plants. Production requirements by type of 
pack are ascertained at the beginning of each month and from which a daily 
workload is scheduled. 

The Brooklyn plant roasts and distributes coffee on the east coast to Navy 
activities, Federal prisons, Public Health Service activities, and directly to 
Army and Air Force activities as direct by the New York Quartermaster 
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Market Center. The general distribution pattern, based on average monthly 
shipments this year to the larger requisitioning agencies was: 


Shipments 


Number A verage Percent 
Requisitioning agency pounds per frequency of | plant’s t 
month shipments product 


50,000 | Monthly 
39, 000 do 
35, OOO do 
i i 32, 000 do 
NAS Corpu “hristi 10, 000 do 
NAS Ja n 50, 000 do 
SB New 8 OOO do 
NSS } | 600, 000 do 
NSD Newport 106, 000 do 
NAS Pensacola 1). OOO do 
Philadelphia Navy Ship Yard 42, 000 do 
Army QMG, New York 400,000 | Weekly 
Miscellaneous activities 50,000 | Monthly 


These primary distribution points issued, in turn, coffee to their dependent 
activities. A representative primary distribution point on the east coast is thi 
Naval Air Station, Jacksonville. As indicated above, the inventory is replenished 
monthly from the Brooklyn plant. A breakdown of the requisitioning cycle froi 
its satellites ashore for the months of September, October, and November, is a 
follows: 


Novem- 


October hoe 


Frequenc 


Pounds 
NAF, Glynco, Ga.....---- Ground 0 | Monthly. 
Bean 1, 000 Do 
S, Green Cove A, Fla..--- Ground 3, 300 Do. 
S, Key West, Fla-- . do , | , 000 Do. 
Vacuum packed ’ , 000 Do 
do : | , 600 Do 
, Cecil Field, Fla Ground 3 500 | Semimonth! 
, Sanford, Fla..... Vacuum packed 2, 5: 0 2,000 | Monthly 
3, Jacksonville: | | 
Commissary department Ground ; 0 0 | Weekly. 
Bean : 3, 750 9, 500 | Do 
Commissary store... R Vacuum packed 800 0 | Monthly. 
Bean 5, 000 | 5, 000 | Do, 
BOQ ‘ : Vacuum packed 400 | 400 | Do. 
Officers’ mess_. Bean 350 | 300 | Do, 
Naval hospital Baws Vacuum packed ; , 000 2, 000 Do. 
' 


Naval activities located in the Fourth, Ninth, and Tenth Naval Districts receiv: 
coffee from the Army roasting plant in Chicago. This is the only area in whic! 
the Navy is utilizing the Army roasting facilities. The following tabulation 
gives a breakdown of shipments, in pounds, during recent months: 


Kind Septem- | October Novenr | 


ber ber 


Commissary officer, Great Lakes | Bean 38, 050 40, 950 38, 850 
Commissary store, Great Lakes. . .- ..do 12, 000 12, 000 12,000 | Weekly. 
Naval hospital, Great Lakes |.. do 5, 500 5, 500 5, 500 Do. 
Navy exchange, Great Lakes ; : a6... 5, 000 5, 000 | 5, 000 Do. 
Naval air station, Columbus ..do 1, 300 ‘. g i Quarterly. 
Naval air station, Grosse le, Mich do 2, 000 oan " Do, 
Naval air station, Minneapolis. - - do | 2,000 |.-- Do. 
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Navy and Marine activities located in the Eleventh, Twelfth, and Thirteenth 
Naval Districts are supplied with coffee from the Oakland plant, together with 
the distribution to Army activities as directed. The breakdown of the average 
monthly shipments to major consumers and distribution points follows: 


Number of 
pound 
cuul 
ed 


hips afloat 

yversea bases 

NAD San Diego 

AT) San Pedro 
NAD Seattle 

rreasure Island 
NSYD Mare Island 
NSYD San Francisco 
NAS Alameda 
NAS Moffett Field 
Naval Hospital, Oakland 
Camp Pendleton, MC 
Federal Supply, San Francisco 
OQOMG, Los Angeles 
OQMG, San Francisco 
Utah General Depot 


The Naval Supply Depot, San Diego, the largest naval distribution point on 
the west coast, receives bagged and vacuum-packed coffee from Oakland on reg- 
ular replenishment cycle. A breakdown of the dependent shore activities serv- 
iced by NAS, San Diego, follows : 


Septem- 


her October ; om Frequency 


NTC, San Diego Ground { 21. OO Monthl* 

NS, San Diego ..| Bean . ; 8, 400 Criweekly. 

NAS, San Diego--. do 0), 20,000 | Monthly 
Ground 3 


NOB, San Diego Bean 5 } 9,000 | Triweekly. 

Naval Hospital, San Diego do 5, A 7. 500 fonthly. 

NAAS, Miramar do 5, E 5. 000 Do 
Vacuum packed 5. OO 

VSD, Elliott Annex do ; 6. 00K Do 


C, Elliott Annex Ground 
leet, sonar school Vacuum packed 
Ground 


Radio station, Imperial Beach Vacuum packed 
MAAS, Litch Park, Ariz do 


Varine Corps.—The Marine Corps does not distribute green bean to overseas 
installations. Requirements are imported through the ports of New York and 
Philadelphia and stored at the Philadelphia depot where the Marine Corps 
roasting plant is located. Inventories of green bean coffee for 1951 are tabulated 
below : 

[In thousand pounds] 
On hand Due in hand Due in 
Septem ber__.. , 072 
August- , 134 
VOR cavane , 155 


June 
May 


Varine Corps 

Roasted and ground.—The Marine Corps activities located in San Fran- 
cisco, Port Chicago, Calif.; Clearfield, Utah; and Hawthorne, Nev., receive 
roasted, bagged coffee directly from the Navy plant in Oakland. However, 
over 98 percent of the coffee supplied by Oakland for the Marine Corps is 
shipped to Camp Pendleton, Calif., from which the dependent activities located 
at San Diego, El Torro, and Barstow are serviced. 
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In the East, the Marine Corps supplies roasted coffee to all of its major 
activities from its roasting plant in Philadelphia. These activities are located 
at Bingham, Mass.: Quantico, Va.: Lejeune and Cherry Point, N. C.; Parris 
Island, S. (.; and Crane, Ind. 


VI. Inpustry Capacity To Roast, GRIND AND PACKAGE CorrEE To Met 
MILITARY REQUIREMENTS 


In considering this aspect of the problem, several commercial coffee roasting 
and grinding plants as well as the Department of Commerce, Bureau of Census, 
and the National Coffee Association in New York were visited. A résumé of the 
data collected follows: 

There are approximately 1,250 coffee dealers in the United States. Many of 
them import coffee only ; others import, roast, and sell; others roast coffee only 
Many are small jobbers and trade roasters, Of this number, approximately 875 
are coffee-roasting and grinding firms who are the principal manufacturers of 
roasted coffee and they are distributed regionally as follows: 


New England 2 East South Central ads 26 
Middle Atlantic West South Central 4") 
Kast North Central j Mountain 10 
West North Centra 33 | Pacifie ‘ 49 
South Atlantic : 


During 1947 these firms processed 1,865 million pounds of green coffee. During 
1951 the military departments processed 100 million pounds. 

An official of the National Coffee Association estimated that of the 375 con- 
cerns approximately 100 firms are sufficiently large and have the facilities and 
equipment to roast appreciable portions of the military requirements. In their 
opinion, no one concern has the equipment and facilities necessary to meet 
all military needs. Only four or five of the relatively small commercial firms 
are equipped to vacuum-pack coffee in 20-pound tins, in which containers, 
approximately to ™) percent of military-consumed coffee is packed, 

During 1951, the military services consumed approximately 1,000,000 bags 
of green coffee. If the Great Atlantic & Pacific Tea Co. undertook to furnish 


all these requirements, it would be necessary for them to increase their produc 
tion by approximately 40 percent: General Foods by approximately 66 percent ; 
Standard Brands and Jewel Tea by 500 percent. 

The following table indicates the quantities of coffee imported by the leading 
importers and processors of coffee in the United States (extracted from industry 
reports—George Gordon Paton & Co.) : 


Number of Original 
bags, 1948 weight, 1949 


2, 524, 781 
1, 492, 496 
1, 286, 859 
1, 111, 121 
684, 121 
670, 980 
597, 052 
344, 449 
453, 456 
342, 786 
218, 875 
53, 499 


ts, grinds, and sells under brand name 
for sale to military departments and commercial concerns which do not import green coffee 


During the initial phases of this study, an effort was made to determine 
why the military departments expanded their coffee roasting and grinding 
operations. It was ascertained that during the early part of World War II an 
attempt was made by the military departments to secure roasted and ground 
coffe for military use from commercial sources. The green bean was furnished 
to commercial firms by the Government and roasted and ground coffee was 
obtained as required. No instance was found where the commercial roaster 
financed the purchase of green coffee for use by the military. There were three 
main problems involved in this type of operation: packaging, warehousing, and 
quality control. 
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Packaging.—Coftee for military use is packaged in 50-pound bags or in 20 
pound vacuum-sealed tin containers. This is entirely different from the pack 
aging operation for the commercial trade. While 50-pound bags offer no great 
problem, it would be necessary for the processor to install special filling and 
closing equipment for 20-pound vacuum tins in order to handle military business 

Warehousing.—In order for commercial firms to efficiently handle Govern 
ment contracts for coffee roasting, it is necessary that they maintain ware- 
housing space adequate to separately store military stocks which, in general, 
exceed that usually held by the processor. 

Quality control—rThis appears to be the greatest single factor which con 
tributed to the expansion of coffee roasting operations by the military depart 
ments. During 1940-41, excellent green bean coffee was procured by the Army 
and furnished to commercial plants for roasting and grinding Individuals 
who were not established coffee roasters would buy used coffee processing 
equipment and, in some instances, obtain Government contracts for this work. 
The quality of work performed by such organizations was unsatisfactory. In 
some instances, improper roasts and grinds were turned out. By using a low 
roast, more moisture was retained in the coffee and the shrinkage factor re- 
duced to the point that the quality of the finished product was definitely 
impaired. In other instances, inferior grades of green coffee were substituted 
for Government coffee. In order to control this phase of a commercial operation, 
a continuous inspection service would’ be required, as well as considerable 
administrative control and supervision. 
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APPENDIX 1 
August 9, 1951 
Number 250.11-z 


DEPARTMENT OF DEFENSE DIRECTIV! 


WASHINGTON 25, D.C. 
‘ 


Title 250—Supply Management. 
Subtitle 11—Matériel Control. 
Number 250.11-2—Supply Systems Study Project. 

1. The purpose of this directive is to establish a Department of Defense Supply 
Systems Study Project which is designed to facilitate (1) the implementation of 
that portion of my directive of May 31, 1951, which requires the Munitions Board, 
in conjunction with the Office of the Assistant Secretary of Defense (Comptrol- 
ler), to provide for effective review of the methods and adequacy of the inventory 
control systems and procedures maintained by each military department, and 
(2) the implementation of my directive of July 17, 1951, which clarifies certain 
Department of Defense supply management policies. 

2. Accordingly, the basic purpose of the Department of Defense Supply Systems 
Study Project will be to develop and recommend such changes to existing organi- 
zation, policies, standards, and procedures governing the supply operations 
within the Department of Defense as will maintain or increase military effective- 
ness and produce the optimum efficiency and economy of these supply operations 
from the initial requirements and resources planning stage to final consumption 
or other disposition. 

3. In accordance with paragraph 7 of the July 17, 1951, directive of the Acting 
Secretary of Defense (Department of Defense Directive No. 250.01—1), the Joint 
Chiefs of Staff will review the proposed system or elements of the system as they 
are developed for the purpose of determining whether such a svstem will ef 
fective support military operations. Similarly, in accordance with paragraph 8& 
of the directive, the Assistant Secretary of Defense (Comptroller) will cooperate 
with and advise the Munitions Board in these studies. 

4. The inclosure outlines in further detail the plan approved for this Project 
It is my desire that this Project be given priority attention and your full support. 


RoeertT A, Lovett, Acting Secretary 
Inclosure (1) 


25062—53——_28 
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DEPARTMENT OF DzFENSE SUPPLY SYSTEMS STUDY PROJECT 
I. SCOPE AND APPROACH 


The Department of Defense Supply Systems Study Project will encompass the 
examination of the organization, policies, standards, and procedures governing 
the supply systems of the military services within the United States and over- 
seas. In carrying out the Project work, when categories of matériel are selected 
for study they will normally be selected from the Standard Matériel Category 
Grouping System approved by the Munitions Board on September 7, 1950. For 
each of the typical categories of matériel selected, detailed examination will be 
made of the policies, standards, and procedures governing the functions of re- 
quirements computation, procurement, distribution and redistribution, main- 
tenance, budgeting and financing. Examination also will be given on a priority 
basis to the feasibility of assigning to a single military department responsibility 
for procurement, distribution, including depot storage and issue, and maintenance 
of common categories of supply. The Medical and Dental Category shall have 
first priority of this type of study. The Munitions Board staff will prepare for 
Munitions Board approval a program for additional studies beyond this category. 


If, OBJECTIVES 


The objectives of the Supply Systems Study Project will be to develop policies, 
tandards, and procedures: 

(a) To promote the maximum military effectiveness throughout the Depart- 
ment of Defense in the field of matériel logistics. 

(b) To promote economy and efficiency throughout the Department of Defense 
in the field of matériel logistics. 

(c) To promote the maximum practicable comparability for budget develop- 
ment in the field of matériel logistics. 


III. ORGANIZATION AND ADMINISTRATION 


Over-all responsibility for the Supply Systems Study Project is vested in the 
Munitions Board. Subject thereto, primary responsibility for the organization, 
direction, and control of the Supply Systems Study Project, including the selec- 
tion of categories of matériel, is delegated to the Chairman of the Munitions 
Board, it being expressly understood that selection of categories to be studied 
shall be subject to approval of the Munitions Board. In exercising this responsi- 
bility the Chairman of the Munitions Board will obtain the advice of the Supply 
Management Advisory Council as to categories or areas to be studied, priorities 
for studies, target dates for completion, and quality and numbers of personnel 
to be employed. 

The Supply Systems Study Project will be headed by a Project Director who 
shall be appointed by the Chairman of the Munitions Board and who shall be 
responsible for the detailed planning, organization, and control of the Project 
work, The Project Director will be assisted by such Assistant Project Directors 
as are required, who shall be selected from personnel nominated by the Defense 
Management Committee, the Joint Chiefs of Staff, the Assistant Secretary of 
Defense (Comptroller), the military departments, and other appropriate De- 
partment of Defense agencies. 

The Vice Chairman for Supply Management is authorized to call upon the 
military departments for information, technical advice, and, after consultation 
with Supply Management Advisory Council, the detail of personnel to assist in 
the Supply Systems Study Project. Personnel may be requested for temporary, 
full-time detail to form work groups or for part-time consultation. Such per- 
sonnel must be acceptable to the Vice Chairman for Supply Management. Calls 
for departmental or agency personnel shall be kept to the minimum consistent 
with the necessity for prompt and satisfactory results in accordance with target 
dates established. 

In conduct of the Project work the fullest practicable use shall be made of 
factual information and data of all types which have been developed or are 
under development within the Department of Defense and its agencies, the 
Congress, research and educational institutions or industry, in order that dupli- 
cation and overlapping or repetition of effort may be avoided. 
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APPENDIX 2 


Report on Cost Srupy or CoFrEE ROASTING PLANT, NAVAL SuPpPLY CENTER, 
OAKLAND, CALIFORNIA, JULY 16, 1951 


CONTENTS 


Comments 
Summary of total cost by type of package per 100 pounds of coffee, 
packed ready for shipment, for period Jan. 1, 1951, to April 30, 
1951 ‘ i iia lh ieee - Exhibit A and sched 
ules 1-2. 
Cost of warehousing and processing coffee by type of package, exclu- 
sive of cost of coffee and containers, for period Jan. 1, 1951, to 
pe Ray, RE i are Stieti gsi depen ddan ipteiieaed Exhibit B and sched 
ules 1-8. 


Cost per 100 pounds of roasted coffee of warehousing and processing, 
exclusive of coffee and container costs, for period Jan. 1, 1951, to 
SG Ey I is 6s Si se ttn arcs ecejerenpdscetacete a -- Exhibit C and sched- 
ules 1-7. 
Cost of bag, carton, and tin containers, and green coffee, exclusive 
of warehousing costs, for period Jan. 1, 1951, to Apr. 30, 1951_- Exhibit D. 
A graphic presentation of the coffee roasting process, showing cost 
centers bicus GIS lid co atch teacnclininicdntneeent athe Exhibit BE. 
Comparative statement of packaged coffee costs and issue prices._.__._ Exhibit F. 


COMMENTS 
PURPOSE AND SCOPE OF STUDY 


1. In accordance with the request of the Chief of the Bureau of Supplies and 
Accounts, the supervisory cost inspector, western area, has conducted a cost 
study of the operations of the coffee roasting plant, Naval Supply Center, 
Oakland, Calif., for the purpose of determining the cost of producing each of 
the standard units of issue of roasted coffee, packaged ready for shipment from 
the plant. Constructive costs for cost elements which are not normally taken 
into account in determining costs of a Government productive operation have 
been included in order that the costs developed can be compared with similar 
commercial operations. 

2. The costs developed by the supervisory cost inspector, based on operations 
during the period January 1, 1951, to April 30, 1951, are summarized in exhibit 
A and detailed in the accompanying exhibits and schedules. 

3. Subsequent to April 30, 1951, the productive capacity of the coffee roasting 
plant has been increased by the installation of additional equipment comprised 
of two roasters, a green coffee mixer and a granulator and the leasing of one 
additional vacuum tinning machine. Due to the recency of these installations 
it was not possible to measure accurately their effect upon costs. However, 
this expanded productive capacity should result in decreased unit costs as 
compared to unit costs during the period of this study for the following cost 
elements : 

(a) Labor and supervision and payroll burden: 

(1) Proportionate increases in the number of men for the increased 
production will not be required in the cleaning and roasting, 
tinning and cartoning, and roasted coffee warehousing cost 
centers. 

(2) Supervision costs will be spread over increased production. 

(3) The incurrence of overtime and night-shift premium costs may 
be reduced. 

(b) Fixed costs applicable to buildings and land such as taxes, fire insur- 
ance and repairs and maintenance will be absorbed by increased 
production. 

These decreased costs will be partially offset by additional depreciation appli- 
cable to the new facilities, the acquisition costs of which were considerably 
higher than the acquisition cost of similar facilities which were part of the 
orginal installation. 

COST CENTERS 


4. Roasted coffee is packaged in three standard units of issue: 
(a) Bagged—whole bean, in 50-pound bags 
(b) Bagged—ground, in 50-pound bags 
(c) Tinned—ground, in two 20-pound tins to a carton 
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nine costs for these standard units of issue, operations were se 
owing Cost centers 
irehousing 
(1) Green coffee (see par 
(2) Empty tins and carton 
3) Packaged roasted coffee (temporary storage) 
‘SS1INL 
(1) Cleaning and roastin 
~) Grinding 
(3) Bagging 
(4) Tinning and cartoning 
The establishment of these cost centers made it possible to effectively ac 
umulate costs from the time the green coffee was received at the plant until 
the packaged roasted coffee was ready for shipment—see exhibit B and sup 
porting schedules As will be noted therefrom, no warehousing costs for empty 
bags | 


consequential, Attention is invited to exhibit FE for an indication of the process 


hive been set out separately for the reason that such costs were so in 


Ing operations \ ithin each cost center 

5. No consideration has been given in this report to any warehousing and 
transportation costs which are incurred or applicable to permanent storage 
f ities for green coffee at the Naval Supply Annex, Stockton, Calif. The 
of an independent commercial 
concern, the green coffee would be received at the commercial concern’s plant 


reason for this omission is that, in the case 


in no greater quantities than plant storage facilities would permit. Further 
more, the supervisory cost inspector was informed that the inventory of green 
coffee maintained at the Naval Supply Annex, Stockton, Calif., was in the nature 
of a reserve which, although requiring periodic turn-overs to prevent deteriora 
tion, was not, in the aggregate, to be depleted except in a case of emergency. 


DEVELOPMENT OF COST DATA 


6. The costs developed are composed of (@) costs payable from current naval 

ippropriations, and (6) constructive costs not normally taken into account in 
determining costs under a Government operation. The costs payable from 
current naval appropriations as well as production volume data were obtained 
from fiscal records maintained at the Naval Supply Center, Oakland, Calif., and 
from information furnished by cognizant personnel attached thereto. 
7. Constructive costs include allowances for depreciation, property taxes, in- 
surance, the Government's contribution to the retirement fund, and the excess 
of utility costs occasioned by the difference in rates quoted by supplying utility 
companies for independent plants of a similar size and the rates used by the 
Naval Supply Center in billing its component activities. Attention is invited to 
exhibit B, schedule 8, wherein is contained a detailed elaboration of the con 
structive cost elements. 

S. The costs of green coffee, bags, tins, and cartons as shown in exhibit D, were 
determined by applying the first-in first-out method based on invoices (S & A 
Form 127) prepared by the General Supply Depot, Naval Supply Center, Oak- 
land, Calif., for issues to the coffee roasting plant. Acquisition costs of the 
inaterials, net of cash discounts, were developed by reference to vendors’ invoices 
and the related contracts. All the materials were purchased f. 0. b. center and 
no incoming freight charges were involved. The cost of green coffee was re- 
duced by revenue receivable from the sale of the bags in which the green coffee 
was received (5 cents per bag). Prior to December 31, 1950, the plant was 
processing green coffee for the Department of the Army. This green coffee was 
furnished to the plant without charge and the center's only accountability 
therefor was on a quantity basis. For the processing and packaging service 
the center made charges against the Department of the Army to cover esti- 
mated processing and packaging costs. Subsequent to December 31, 1950, this 
practice of furnishing the green coffee was discontinued, and the Department 
of the Army requisitions roasted coffee from the Department of the Navy, as 
needed 

%. In view of the multitudinous operations of the Naval Supply Center, Oak- 
land, Calif., it is questionable whether any reduction in general overhead would 
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inure to the Government should be the Government procure its requirements of 
roasted coffee from commercial sources. However, and since cost data relative 
to general overhead costs incurred by commercial coffee processors could not be 
obtained, as a conservative measure an allowance of 5 percent of total ware- 
housing and processing costs (costs payable from current naval appropria- 
tions and constructive costs—see exhibit B) has been included as general over- 
head expense. 
GENERAL COMMENTS 


10. The supervisory cost inspector was informed that the blends of Santos and 
Milds green coffee used in the production of roasted coffee are established by the 
Bureau of Supplies and Accounts, and that during the period January 1 to 
April 30, 1951, the prescribed blend was 70 percent Santos and 30 percent Milds. 
Conformance to this prescribed blend can be noted by reference to exhibit A, 
schedule 2. 

11. For informational purposes there has been included as exhibit F a com- 
parison of the 100-pound unit costs of packaged coffee developed by the super- 
visory cost inspector with the general supply depot issue prices therefor in effect 
during the period of the cost study. 


IN CONCLUSION 


12. It is the opinion of the supervisory cost inspector, that the accompanying 
exhibits and schedules present fairly the operating costs plus applicable con- 
structive costs of the coffee roasting plant, Naval Supply Center, Oakland, Calif., 
during the periods indicated thereon. 

W. H. HowLanp, Commander (SC), USN, 
Supervisory Cost Tnspe ctor, Western Area. 


ExHIBIT A 


Summary of total cost by tupe of package per 100 pounds of coffee packed ready 
for shipment for period Jan. 1 to Apr. 30, 1951 


Bagged coffee, whole bean in 50-pound bags: 


-o7-7 


Cost, exclusive of cost of coffee and container : $0. 727570 
( 


‘ost of bags__ atebhia . 752182 


Cost, exclusive of cost of coffee ; : . 479702 
Cost of green coffee______ ns < >. LH6TOO 


Total cost per 100 pounds of coffee packed ready for shipment__ 66, 636402 


Bagged coffe, fround, in 50-pound bags: 
Cost, exclusive of cost of coffee and container octet . THTHOT 


Cost of bags : . 752132 


Cost, exclusive of cost of coffee ‘ ; 3 . 09T29 
Cost of green coffee ». LH6T00 
Total cost per 100 pounds of coffee packed ready for shipment 666429 
Tinned coffee, ground, 2 20-pound tins to a carton: 
Cost, exclusive of coffee and containers = : . 0AT609 
Cost of tins ‘ wikis i rs > . 984827 
Cost of cartons__- ; . 922464 
Cost, exclusive of cost of coffee i 4 _ 8.554900 
Cost of green coffee ee ; +. 156700 


Total cost per 100 pounds of coffe packed ready for shipment 68. 711600 
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SCHEDULE 1.- 


SUPPLY MANAGEMENT 


Total cost by type of package per 100 pounds of coffee packed ready 


for shipment for period Jan. 1 to Apr. 30, 1951 


1 in 50-pound bags 
luced (exhibit A, sched 


ule 2 


ts, exclusive of cost of coffee and container 


it B 


‘ost per 100 pounds of coffee, exclusive of cost of coffee and 
containers (exhibit C 
t of bags (exhibit D 


Cost, exclusive of cost of coffee 
t of green coffee (exhibit D) 


ost of 


Total cost per 100 pounds of coffee packed ready for ship- 


ment 


Bagged coffee, 
Pound 


ground, in 50-pound bags: 
of coffee produced (exhibit A, schedule 2 


Total costs, exclusive of cost of coffee and container 
(exhibit B) “ ban 


Cost per 100 pounds of coffee, exclusive of cost of coffee and 
container (exhibit C) 
Cost of bags (exhibit D) 


Cost, exclusive of cost of coffee 
Cost of green coffee (exhibit D) 


Total cost per 100 pounds of coffee packed ready for 
shipment 
Tinned coffee, ground, 2 20-pound tins to a carton: 
Pounds of coffee produced (exhibit A, schedule 2) 1 
Total costs, of coffee 
(exhibit B) 


exclusive of cost and containers 


Cost per 100 pounds of coffee, exclusive of cost of coffee and 
containers (exhibit C) 

Cost of tins (exhibit D) 

Cost of cartons (exhibit D) 


Cost, exclusive of cost of coffee 
‘ost of green coffee (exhibit D) 


Total cost per 100 pounds of coffee packed ready for ship- | 
ment 


SCHEDULE 2. 
to Apr. 30, 1951 


Roasted coffee produced 
Green coffee started in process: 
Santos 


Milds 


Total 
Less: Shrinkage 


Total 


Type of package 
Bagged, whole bean in 50-pound bags 
Bagged, ground, in 50-pound bags ; 
rinned, ground, in 2 20-pound tins to a carton 


Total 


Costs payable 
from current 
I val pro- 


priation 


$11, 929 98 


. 602260 
=rOTo9 


(02102 


1. 354392 
65. 156700 


5. 511992 


5, 633. 38 | 


. 627116 
752132 
379248 

156700 


5. 535948 


. 867179 
984827 
. 522464 


374470 


58. 531170 


Constructive 
costs 


1, 980, 868 


$2, 482, 22 


$14, 412. 20 


. 125310 


1.479702 
65. 156700 


. 125310 


. 125310 66. 636402 


898, 300 


| 
$1, 172. 11 


. 130481 | 


1. 509729 
65. 156700 


. 130481 


66. 666429 


. 180430 1. 047609 
1. 984827 
. 622464 


. 180430 


3. 554900 
65. 156700 


. 180430 68. 711600 


Pounds of roasted coffee produced and packaged for period Jan. 1 


Percent of 


9 . 
Pounds green coffee 


9, 073, 680 
3, 780, 700 


10, 920, 408 


1, 980, 868 
898, 300 
8, 041, 240 


10, 920, 408 
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EXHIBIT B 


Costs of warehousing and processing coffee by type of package, exclusive of cost 
of coffee and containers, for period Jan. 1 to Apr. 30, 1951 


Warehousing costs: 
Green coffee (exhibit B, schedule 1 
Empty tins and eartons (exhibit B, schedule 2 
Roasted coffee (exhibit B, schedule 3 


Total__- ea eR i okt oe 3, 438. 35 3. 46 23, 491.81 


Processing costs: 
Cleaning and roasting (exhibit B, schedule 4) -_- rcelee j . 2 36, 715. 08 
Grinding (exhibit B, schedule 5)___- as i ) 96 2, 556. 46 
Bagging (exhibit B, schedule 6) __- Seed dee i, ‘ 5, 622. 38 


Tinning and cartoning (exhibit B, schedule 7) ; 2, 007 32, 051. 04 


Total 35. 23 i . 73 76, 944. 96 


Total warehousing and processing costs . ‘ 82, 273. § y x 100, 436. 77 
General overhead (5 percent of total warehousing and process- 
ing costs) - -- a 5, 021. i 5, 021. 84 


Total costs, exclusive of cost of coffee and containers-___- 7, 295. 4: 8, . 18 105, 458. 61 


Total costs, exclusive of cost of coffee and containers by pack- 
age type: 
Bagged, whole bean in 50-pound bags , 929. 9 7 & 14, 412. 20 
Bagged, ground, in 50-pound bags 5, 683. 33 » rm 6, 805. 49 
Tinned, ground, 2 20-pound tins to a carton ; , 7 j , 508. 86 84, 240. 92 


105, 458. 61 


ScHEDULE 1.— Warehousing costs of green coffee for period Jan. 1 to Apr. 30, 1951 


Costs pay- 
able from 
current 
naval ap- 
propriation 


Foot- 
notes 


Constructive 
costs 


Labor and supervision. ___......-- = ; , 335. 7 $4, 335. 78 
Payroll burden: | 
Vacations, holidays, and sick leave 37. 08 ; 737. 08 
Retirement - - bali w taaan ; 281. 83 
Compensation insurance. -- q seni 62. 65 62. 65 
Depreciation. _-___---- s * 
Building- . : 1, 068. 00 
Machinery and equipment-_---._....-.-- 1, 044. 00 
Property taxes_- : : t 4 saat , 
Building and land 7 ia 936 939. 80 
Machinery and equipment-._--_-_- ‘ } 68. 12 
Insurance - - 
Fire: 
Building, machinery, and equipment- -- - 
Inventory -- es : ; 
Other. ; 
Repairs and maintenance 
Building. 
Utilities___- 3 ‘na uin . ses 
Heat and light 20. : 2. 85 


Cost of borrowed materials handling equipment ¢ 277. 40 anes 277. 40 


Total bins intiindidnwsese ee 6, 612. 87 2 10, 814. 35 


Note.—See exhibit B, schedule 8, for explanatory footnotes. 
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Warehousing costs of empty tins and cartons for period Jan 
to Apr. 30, 1951 


$122. 93 


842,20 


200, 00 


1, 074. 92 
18. 92 


1, O10. 60 


1. 30 
152. 00 


3, 406. 72 


NotTe.—See exhibit B, schedule 8, for explanatory footnotes. 


SCHEDULE 3.—Warehousing costs of packaged roasted coffee for period Jan. 
to Apr. 30, 1951 


Costs pay- 
. able from + 
oot- istr € nn 
er current ' oe Total 
naval ip- 
propriation 


Labor 
Straight-time cost 
Overtime premium 

Supervision 
Straight-time cost 
Overtime premium 

Payroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 

ly preciation 
Building 
Machinery and equipment 

Property taxes 
Building and land 
Machinery and equipment 

Insurance 
Fire 

Building, machinery, and equipment 
Inventory 
Other 

Repairs and maintenance 
Building 
Machinery and equipment 

Utilities 
Heat and light 


Total 


Note.—See exhibit B, schedule 8, for explanatory footnotes. 


NOTE Che above warehousing costs relate entirely to the temporary storage of packaged coffee pending 
shipment to requisitioning activities 
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SCHEDULE 4.—Cleaning and roasting costs of coffee for period Ja) ipr. 30, 
1951 


Labor 

Straight-time cost 

Overtime premium 
Supervision 

Straight-time cost 

Overtime premium 
Payroll burden 

Vacations, holidays, and sick leave 

Retirement 

Compensation insurance 
Depreciation 

Building 

Machinery and equipment 
Property taxes 

Building and land 

Machinery and equipment 
Insurance 

Fire, building, machinery, and equipment 

Other 
Repairs and maintenance 

Building 

Machinery and equipment 
Utilities 

Power 

Roasting gas 

Water 

Heat and light 


Total 


NoOTE.—See exhibit B, schedule 8, for explanatory footnotes 


ScHEDULE 5.—Grinding costs of coffee for period Jan. 1 


Costs pay 
ble from 
Foot- current Construc 
notes naval tive t 
appropria- 
tion 


Labor 

Straight-time cost 

Overtime premium 
Supervision: 

Straight-time cost 

Overtime premium 
Payroll burden 

Vacations, holidays, and sick leave 

Retirement 

Compensation insurance 
Depreciation 

Building 

Machinery and equipment 
Property taxes 

Building and land 

Machinery and equipment 
Insurance 

Fire— Building, machinery, and equipment 

Other 
Repairs and maintenance 

Building 

Machinery and equipment 
Utilities 

Power 

Heat and light 


Total 


Nore .—See exhibit B; schedule 8, for explanatory footnotes 
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SCHEDULE 6. 


Supplies: Thread 
Labor 
Straight-time cost 
Overtime premium 
Supervision: 
Straight-time cost 
Overtime premium. 
Payroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance. 
Depreciation 
Building 
Machinery and equipment 
Property taxes _- 
Building and land - 
Machinery and equipment 
Insurance 
Fire 
Other 
Repairs and maintenance 
Building 
Machinery and equipment 
Utilities 
Power 
Heat and light 


Building, machinery, and equipment 


Total 


NOTE 


SCHEDULE 7. 
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1951 


Tinning and cartoning costs of coffee exclusiv 


SUPPLY MANAGEMENT 


Bagging costs of coffee, exclusive of bag cost, for period Jan. 1 to 
Apr. 30, 


Costs paya- 
ble from 
current 

naval 
appropria- 
tion 


Construc- 


tive costs Total 


$175 


3, 114 
503 


401 


65. ; 


404. 2 


e exhibit B, schedule 8, for explanatory footnotes. 


of container costs 


for period Jan. 1, 1951, to Apr. 30, 1951 


ind equipmer 


Costs pay 
ible from 
current 

naval 
ippropria- 
tion 


Construe- 


tive costs 


$380. 16 


83. 32 


146. 64 
509. 10 
88. 56 
45. 57 


268 


140 


86 
SO 


0, 043, 98 2. 007. 06 


schedule 8, for explanatory footnotes. 
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ScuHeEpvute 8.—Costs of warehousing and processing coffee for period Jan. 1, 1951, 
to Apr. 30, 1951 


FOOTNOTES 


1. Allowance for vacations, holidays and sick leave is at the rate of 17 percent 
of basic straight-time compensation, which excludes overtime pay (straight-time 
and premium). This rate, prescribed in the Bureau of Supplies and Accounts 
Manual, vol. VI, paragraph 66257-2, for application to work performed for other 
military departments, is considered appropriate for use in this study. 

2. Allowance for Government contribution to the retirement fund is at the 
reported Civil Service Commission present actuarial experience rate of 6.5 per- 
cent of basic straight-time compensation, which excludes overtime pay (straight- 
time and premium). 

3. The cost of compensation insurance is based on the net rate of $1.445 per 
$100 of straight-time labor. This net rate, after consideration of premium re- 
funds based on probable experience, was quoted by a major insurance carrier. 

4. The depreciation rates were taken from the Bureau of Internal Revenue 
Bulletin “F’ published in 1942, and the Accountant’s Handbook, second edition, 
Provision for depreciation of buildings was based on the following normal rates: 

Percent 

Reinforced concrete building housing processing facilities and 
packaged roasted coffee and tin and carton warehousing____~_-~_- . 2.50 
Green coffee warehouse, frame 2. 67 


Provision for depreciation of machinery and equipment was based upon the 
normal rates set forth in the above references for the individual items of ma- 
chinery and equipment, and averaged as follows: 


Warehousing: Percent 
treen coffee_- 20. 00 
Empty tins and cartons___ ae 
Packaged roasted coffee 

Processing: 

Cleaning and roasting_— 7" 2 5. 84 
Grinding ____ ieee Sti ; . 3 
a a Loaaeaslivageiae - ~- 888 
Tinning and Cartoning__- ’ cau ee . &e 


Because the plant operated on a two-shift basis during the period covered by 
this study, an allowance for accelerated depreciation of the affected machinery 
and equipment items was made at the suggested accelerated rates contained in 
the Accountant’s Handbook, page 658, according to the hours of plant operation. 

5. The assessor’s office, county of Alameda, Calif., furnished the following 
information relative to determination of assessed valuations: 


Land eis risttindtnieintiniacinn CORRE Sam ot. Tess Tp 
Three-story reinforced concrete building_____~-~ smcbdeanaae ae 


Green coffee warehouse_________. dectetaand ‘ ee cka' Fe 
Machinery and equipnient______-_ _.. percent of cost... 25 


The county of Alameda and city of Oakland, Calif., combined tax rate of $7.57 
per $100 of assessed value was used to determine the annual property taxes that 
are included in the constructive costs. 

6. Fire insurance rates were secured from a major insurance carrier in co- 
operation with a local fire insurance rating bureau. Actual inspection of the 
physical plant was not made by them but the following rates were recommended 
on the basis of information submitted by the supervisory cost inspector, and are 
based on a 90-percent-average clause, less 16.67 percent for 3-year policies: 

. Per $1.00 insured 
Reinforced concrete building: value 
Pea ...... 
Contents ___---~- 
Green coffee warehouse: 
ee ae 


The constructive cost for fire insurance on the buildings was based on in- 
surable values of 150 percent of 1942-43 initial costs, which, according to the 
carrier contacted, is a conservative valuation to compensate for present increased 
replacement costs. The insurable value of machinery and equipment was as- 
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sumed to be 1943 initial costs on the theory that accumulated depreciation has 
offset the difference from original costs to present replacement costs Cost was 
the insurable value used in determining the cost of fire insurance on inventories. 
Annual rates quoted and used in this study for comprehensive public liability 


ana propert damage insurance were: 


e per $100 
straight-time 
payroll 


$100,000/3300 000 $0. 0317 
$50,000/350,000 OO7T 55 


iunnual ra 03921 


7. Annual maintenance and repair costs of buildings were estimated at 3 per 
cent of their costs by the Assistant to Public Works Officer, Naval Supply Center, 
Oakland, Calif. Repair and maintenance cost of machinery and equipment is 
composed of: 

(a) Labor and payroll burden (see footnotes 1, 2, and 3 above) determined 
from detailed examination of Center payroll records, and 
(b) Estimated cost of materials, spare parts, and supplies. 

S. The usage of utilities was determined from meter readings applicable to the 
coffee-roasting plant, with the exception of water usage which was estimated as 
meter readings were not available. Naval Supply Center billing rates were used 
to determine costs payable from current naval appropriations, and the dif- 
ferences between Center rates and rates quoted by the supplying utility companies 
for independent plants of similar size were used in determining constructive 
costs of utilities. 

%. The cost of borrowed materials handling equipment is based on an 8-hour 
per diem cost of $3.80, computed by the materials handling equipment shop, Naval 
Supply Center, Oakland, Calif. This daily cost includes maintenance and de- 
preciation of the materials handling equipment borrowed by the coffee-roasting 
plant for use in warehousing operations. Costs of materials handling equipment 
permanently assigned to the coffee-roasting plant are included in the appropriate 
cost classifications for the various operations. 

PxuHIBit C 
Cost per 100 pounds of roasted coffee of warehousing and processing, exclusive of 
coffee and container costs, for period Jan. 1, 1951, to Apr. 30, 1951 


| | Tinned eof- 
Bagged cof- | Bagged cof-| fap Sooainn 


fee, whole |fee, ground, | 2 20-pound 


| 
tins to a 
carton 


bean, in 50- | in 50-pound 
}pound bags bags 


Warehousing costs | 
Green coffee (exhibit C, schedule 1 $0 103980 $0. 103980 $0. 103980 
Empty tins and cartons (exhibit C, schedule 2 076541 

Packaged roasted coffee (exhibit C, schedule 3 065533 065533 065533 


Total 169513 169513 246054 


Processing costs 
Cleening and roasting (exhibit C, schedule 4 353016 453016 353016 
Grinding (exhibit C, schedule 5 030027 030027 
Bagging (exhibit C, schedule 6 20°41 205041 
Tinning and cartoning (exhibit C, schedule 7 418512 


Total " 558057 588084 801555 


Grand total 727570 57597 1. 047609 
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SCHEDULE 1 Green coffee warehousing costs per 100 pounds of roasted coffee 
for period Jan. 1 to Apr. 30, 1951 


Labor and supervision $0. 039703 
Vayroll burden: 
Vacations, holidays and sick leave . 006749 
Retirement . 002581 
Compensation insurance . 000574 
Depreciation : 
Building . DO9T8O 
Machinery and equipment : . 009560 
Property taxes: 
Building and land . 008606 
Machinery and equipment . 000624 
Insurance: 
Fire—Building, machinery and equipment . 001121 
Fire—Inventory . 005427 
Other . VOUO1LT 
Repairs and maintenance: 
Building . 0102988 
Machinery and equipment 
Utilities : Heat and light : . OOOT59 
Cost of borrowed materials handling equipment . 002540 


Total operating costs . 099029 
General overhead, at 5 percent of total operating cost . 004951 


Total . 108980 


SCHEDULE 2 Warehousing costs of empty tins and cartons per 100 pounds o 
P I 1 
roasted coffee for period Jan. 1 to Apr. 30, 1951 


Labor and supervision 
Payroll burden: 
Vacations, holidays, and sick leave . 0OBE98 
Retirement pitas sce elnaias cei ‘ . 001529 
Compensation insurance . 000340 
Depreciation : 
Building ‘ . OLOATA 
Machinery and equipment . 003606 
Property. taxes: 
Building and land : . . 013368 
Machinery and equipment . 000235 
Insurance : 
Fire—Building, machinery, and equipment____--~_~ . HOOTIS 
Fire—Inventory fa : . 000048 
Other . 000009 
Repairs and maintenance: Building ae — . 012568 
Utilities : Heat and light eiceiecniecebine . 000515 
Cost of borrowed materials—handling equipment . 001890 
Total operating costs___- a ae ‘ ba . OT2896 
General overhead, at 5 percent of total operating costs . 003645 


Total — . 076541 
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SCHEDULE 3. —Warehousing costs per 100 pounds of packaged roasted coffee for 
period Jan. 1 to Apr. 30, 1951 


Labor 
Straight-time cost... -~- se ein —_ _. $0. 0138469 
Overtime premium__-_-_- - YU2Z226 
Supervision : 


Straight-time cost____._-~_- icici ici named ae sctdindeetearinaaieds . 001715 

Overtime premium____— ae — didicamiotas ‘ . WOO2ZS85 
Payroll burden: 

Vacations, holidays, and sick leave... __- a sitesi ates Sis has wat . VOLT27 

Ni hag ea —_ lies iil ciinl dlc iia Niateaia . VOO661 

Compensation insurance ai sin lla aa . W0O219 


Depreciation : 


Building saian-auicicas diminish cai ae . 008144 
Machinery and equipment Si bitte scisttenceiataaat iil tiie tot . VOS3S47 


Property taxes: 
Building and land___-- ~~~ 
Machinery and equipment ___--_____- 
Insurance: 


a aansiadl . 010895 
. VOOSS2 


l’ire—Building, machinery and equipment_________ Pin ate . DOOBS6. 
Fire—Inventory ~.._-_~~_- Sicaigdles i Cheon ehitacspalinioolin phiiuiabisbincn thank De tanicatiie . 001581 
Other sa canadian engicnansa teiaieeitacnttastletiltiabnisanielinlitlait clei nthbebdinediltdiemninilhtinle - DO0006 


Repairs and maintenance: 
ese lees at Sa ou aed, . 009773 
Machinery and equipment ‘ nahn ‘ . 001588 
Utilities: Heat and light 2 OOOTSS 


Total operating costs se ‘ ; . 062412 
General overhead, at 5 percent of total operating costs______- . 003121 
| ita eri sd ina once dlate Misihtsenas eden ce Nah eth ee . 065533. 


SCHEDULE 4.—Cleaning and roasting costs per 100 pounds of roasted coffee for 
period Jan. 1 to Apr. 80, 1951 


Labor: 


Straight-time cost__-___-_ eis a aI a i Sk lta _ $0. 168428 

POR C ATID; BOUIN an cscs testers eenients tiahiidstadscubamenaitiamiasntne tae . 027858 
Supervision : 

STAN EOI i i in. stn ened wets tricseapithtn easiness) — Ce 

Overtime premium pit ai cttintinilancintbliieiimntsicmudde ie 2 . 008564 


Payroll burden: 


Vacations, holidays, and sick leave__ . 021599 





PUN a eiasicinesce wninincnsnessininicsn rms a a Ni i ta | alias eh arent ak] eek . 008258 

Compensation insurance_____-___-_-- creenaigaes aR . WO2T44 
Depreciation : 

SONI. icicersiissnssanescnemssnsisnensiiiitinietatia shiacanniccicaaeo Re ec ee ee mea: | . 004676 

Machinery and equipment ._._...._____ iescssnigmaohtbiiaetitdina lat . 017233 
Property taxes: 

Building and land reat a ies asian ; . WO5968 

RCPS UI GROIN oo eects sac cceiesnitvacinesnteasoesckon eats, . OOBADT 
Insurance: 

Kire—Building, machinery, and equipment_____-____-_-_-_--_-___ . OOOBT4 

IR pec ell teal caheper ene ali arate sd ena a . 000075 
Repairs and maintenance: 

Building- eld ln aSaiaauahersice esiceauistadiicasiicboniab caneip bees ble atacrn creas . 005612 

Re STNOT IDT, GR III a sain citation intimeseeciiea . 015524 
Utilities : 

a knee cae ei sical desi ncaa at se tan ge . 007855 

Roasting gas... ~~. i ich ec i ii ail alae tata . 015326 

ONT shine acieincehacsieceseccnabb addi isdnpaie iaititaa psc eae et eae . 002474 

INI SONI Ns ag rt a oc ta a . 0038414 

TOU OI I aii ten cic ce i aes eg aa . 886206 

General overhead, at 5 percent of total operating costs_._.....__._____ . 016810 





Total ; : : ; ; ee . 353016 




















FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 439 


ScoHEDULE 5.—Grinding costs per 100 pounds of roasted coffee for period Jan. 1 
to Apr. 30, 1951 
Labor: 
Straight-time cost............ sp acoaceoseiele aioe ae 
ee poate Sentiiewiines . 000284 
Supervision : 
er oa cscs cme essa ede tant ee ba aeediall 
Overtime preminn....... -........ Salida 
Payroll burden: 
Taunus. mersanres. Ge sick. Wave... 3...2n eek . 000223 
ok i ahs ek ak ccneneiaiiaediale a . 000085 
Compemeecen  meurance...... cnn. acseibteainstpenicateleanaberia sidan . 0OCOZS 
Depreciation : 
ic tn aa 
Machinery and equipment_-_ 7 
Property taxes: 
TIN I ec ensaiccenaecnseensocns . 000622 
Machinery and equipment___________-__ saa edaiepa calli wae . 000756 
Insurance : 
Fire—building, machinery, and equipment 


. 000220 
. 000036 


. 000487 
. 004703 


. 000108 


Other a ig Rebate a as eee ee Teta ls i . 000001 
Repairs and maintenance: 
I sic ieicickens ae : nai een - . 000585 


Machinery and equipment 
Utilities: 

Power___- — siete 

Freet Gu igMt.....conccs 


. 016782 


; cae abe ; . 001599 
eee aan a eee ee Or . 0003848 
Total operating costs__ gl ee as ee E . 028597 
General overhead, at 5 percent of total operating costs___.______-_- . 001430 


TURE otic ad e f : . 030027 


ScHEDULE 6.—Bagging costs per 100 pounds of roasted coffee, exclusive of bag 
cost, for period Jan. 1 to Apr. 30, 1951 


Supplies: Thread____ 7 igs as ooaiere ames teil NTR eee - $0. 006106 
Labor: 

Straight-time cost hahaa é Alles sataceccal gli Gtciatelamiieg ae . 108187 

Overtime premium______~_~- stds - Dania csi . 017504 
Supervision : 

Straight-time cost_....__.______ eA ei aed ge atti tlhn caeanee eae . 013955 


III i I . 002268 
*ayroll burden: 
Vacations, holidays, and sick leave sh dk drab check ee . 014042 
I a lal oie sat . 005369 
Rann «TUNIC craks chan Neopian abiasilane. we dekcniil . 001765 
Depreciation : 
II ic ceiccsid atta ee caniois re isc * . 000420 





miseminery and envigment................. sesttanaeeaialasi . 002645 
Property taxes: 

PCO RIOR” I a hd . 000536 

IO 2 CT A oa ait ce aebiaevipemnlien ae . 000597 
Insurance: 

Fire—building, machinery, and equipment_____________________ . 000088 

a ag ee . 000048 
Repairs and maintenance: 

ce castes Maidan lassi cs dats rin cs celigs pain le . 000504 

i Re ee eer ae eee ——a 
Utilities : 

I scan aie ela ac spc lin eae cdc bps in msasid cn emia ba naga alae aces . 002483 

es TI, Sc cath tic een sIndid ck tg Eile ce dat pecan scr . 001078 

Sans I ill chia a oe ccs a . 195277 

General overhead, at 5 percent of total operating costs__.._._.________ . 009764 


a a Ts 205041 
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oT wore 7 Tinnina and eartonina costs per 
lusive of container costs, for period Jan, 
upplic 
Glue 
I 
Straight-time cost 


Overtime 
Supervision 


Straight-time 


premium 


cost 


Overtime premium 

Pavroll burden 
Vacation holidays, and sick leave 
Retirement 


Compensation insurance 


Depres 


Building 
Machinery and equipment 
Property taxes 
Building and land 
Machinery and equipment 
insurance 
Fire—building, machinery, and equipment 
Other 


rental 
maintenance 


kquipment 

Repairs and 
suilding 
Machinery and equipment 

Utilities 
Powe! 
Heat 


and light 


Potal operating costs 








PPLY 


100 








MANAGEMENT 


pounds of roasted coffee, 
1,1951, to Apr. 30, 1951 
SO. OOATLZS 


General overhead at 5 percent of total operating costs 


Total 


ExHIsit ID 


Cort 


costs, for period Jan, 1, 1951, to 
Total costs: 
Containers : 
Bags s 
Tins = 
Cartons = 
Green coffee after bag recovery 


Total 


Cost of 100 pounds of roasted coffee : 
Containers: 

Bags - 

Tins : o 

Cartons a 
Green coffee after bag recovery 


of bag, carton, and tin containers, and green coffee, 


tpr. 


, 246060 
. 040511 





OO4007T 


001520 
. VOZDNG 


. OO1940 
. OOOASG 


_ OOO159 
. OOO1L09 
001086 


OOLSL4 
. 063831 


004 
OOZ31S 


. 398583 
O1L9929 


. 418512 


erclusive of warehousing 
30, 1951 


Costs payable 

from current 
naval appropriations 
$21, 13 


OH». 


159, 604. 74 
$2, 028. 68 
7,115, 877.58 





132 
84827 
. 522464 
65. 156700 
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COFFEE ROASTING PLANT 
NAVAL SUPPLY CENTER - OAKLAND, CALIFORNIA 


A Graphic Presentation of the Coffee 
Roasting Process, Showing Cost Centers 
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BIE 





t =r N stl =< = SSeS tro «es of 7 > © 02 i of | akt¢e 
. N S23 = OES NSE FE BSH AH H5/| KR] a = sew ok | 3 i Noe 
~ i~ am a= A, AL gl a a & _—— —_ = Se _~ ,_* ~*~ a> = ° - a - Sf he 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 44] 


ExuHisit F 


Comparative statement of packaged coffee costs and issue prices 


| Costs per 100 pounds as deter- | 
| mined by supervisory cost | Naval supply center, Oakland, Calif.— 
inspector for period Jan. 1, issue price per 100 pounds 

1951, to Apr. 30, 1951 


| 

|Costs pay- 

| able from Constroe- 

| currens tive Total Period 

| naval ap- costs 

| propria- — 
tion j 


| 
Bagged coffee—whole bean .._|/$66. £11092 |$0. 125310 |$66. 636402 | Jan. 1 to Jan. 30, 195 
| Jan. 31 to Mar. 15, 1§ 
Mar. 16 to Apr. 4, 195 
Apr. 5 to Apr. 30, 195 
Bagged coffee—ground ..--| 66. 535948 . 130481 | 66. 666429 | Jan. 1 to Jan. 30, 1951 
| Jan. 31 to Mar. 15, 1951 
Mar. 16 to Apr. 4, 1951_- 
| Apr. 5 to Apr. 30, 1951 
Tinned coffee—ground 68. 531170 . 18C430 | 68. 711600 | Jan. 1 to Jan. 30, 1951 
Jan. 31 to Mar. 15, 1951 
| Mar. 16 to Apr. 4, 1951- 
| Apr. 5 to Apr. 30, 1951 
| 





APPENDIx 3 
MUNITIONS Boarp, 
Washington 25, D. C., August 25, 1952. 
Mr. EpwArRD ABORN, 
President, National Coffee Association, 
New York 5, N. Y. 

Dear Mr. Aporn: I wish to again thank you and Mr. O’Connor for your valued 
cooperation and assistance concerning the subject of the military coffee roasting 
operations. 

As I pointed out in our recent discussion, the Secretary of Defense is greatly 
concerned about certain commercial-type operations in the military departments. 
As in all similar supply problems in the military departments, the decisions 
to continue or disestablish these operations must be predicated primarily on the 
criteria of military effectiveness and on over-all economy to the Government. 
Effectiveness in this instance means uninterrupted supply support on a world- 
wide basis and quantity and quality control from acquisition to final use. 

In this connection I would appreciate your advising me of the position of the 
National Coffee Association on the following: 

1. Is the military departments’ policy of buying green coffee and processing it 
in military-owned plants sound? Is there a better method? 

2. Are the military departments buying green coffee in a manner which mini- 
mizes the impact on the market and at the same time results in the lowest price 
to the Government? 

3. Does our present method of green coffee inspection assure receipt by the 
military departments of the grades and types specified in the contracts? Is 
there a better method? 

4. Can freshness of processed coffee not roasted at points of consumption be 
assured at all times under any method of packaging other than vacuum pack? 

5. In the event of all-out mobilization, what are your recommendations with 
regard to military coffee processing requirements in excess of the present total 
military plant capacity? 

Please feel entirely free to comment on any other matters pertaining to this 
subject which you consider pertinent. 

Sincerely yours, 
M. L. RINa, 
Rear Admiral, S. C., U. 8S. N., 
Vice Chairman for Supply Management. 


25062—53 29 
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APPENDIX 4 


NATIONAL CoFFEE ASSOCIATION OF U.S. A., 
New York 5, N. \ , August 28, 1952. 
tear Adm. Morton L. Rrna, SC, USN, 
Vice Chairman for Supply Management, Munitions Board, 
Washington 25, D. C 
DEAR ADMIRAL RinG: Thank you for your very kind letter of August 5. 
As L explained to you at the time of our visit, this association has a very g 
interest in the quality of brewed coffee served to the men and women of the 
Armed Fores 
In answering the five questions in your letter we, therefore, have considered 


rreat 


the interests of this industry as well as military effectiveness and over-all econ 
( vy to the Government 
1. In the opinion of this association the military department’s present policy 


of buying green coffee and processing it in military owned plants is sound and 


we ure unable to recommend a better method 
2. The record of the past 10 years indicates that with but few exceptions 
the military departments buying of green coffee has been carried on with a 
nimum impact on the green coffee market Also that the prices paid by the 
miutary ndiecate the present procedure results in the lowest possible cost to 


the Government. 

3. The present method of green coffee inspection assures the receipt, by the 
military, of only coffees that conform in all respects to the purchase specifica 
tions We do not believe it 1S possible to devise a more efficient method of 

uring the military receiving, at all times, the quality of coffee it buys 

1. With the possible exception of roasting and grinding at the actual point of 
onsumption, vacuum packing is the only method known to us which will insure 
supply of coffee at all points of consumption at all times. 

5. In the event the military should require processing operations beyond the 
present capacity of the militar ousting plants in Brooklyn, Atlanta, Oakland, 

Seattle e recommend such services be procured from the industry. In 
this connection I have appointed a committee to study this problem and a definite 
plan will be submitted to you at the earliest possible date, 





It is our understanding that the military contemplates confining roasting op- 
erations to the four plants above mentioned and that all coffee will be packed 
in 20-pound vacuum containers. We heartily endorse this proposed procedure. 

The recommendations we have made apply only to coffee for actual consump- 
tion by the Armed Forces 

All coffee sold in dry form in commissary stores should be purchased from 
the industry already roasted and in the customary types of pack used for con- 
sumption in the home. Armed Forces roasted coffee should be dispensed only 
as a beverage and not sold in dry form in competition with private industry. 

Furthermore with the four military plants packaging only in 20-pound vacuum 
tins, the Armed Forces would hardly be in a position to properly package and 
distribute roasted and ground coffee for home consumption. 

We strongly urge the discontinuance of the sale at retail of Armed Forces 
coffee in direct competition with private industry which practice is strongly 
ondemned by this association 

If we can be of further service to you, please call on us. 

Sincerely yours, 


Epwarp Anorn, President. 


OAKLAND Exuipir 4 


DEPARTMENT OF THE NAVY, 
SUREAU OF SUPPLIES AND ACCOUNTS, 
Washington, D. C., October 7%, 1982. 
Mr. RAyMonpD Warp, 
Staff Director, Bonner Subcommittee, 
Vew House Office Building, 
Washington, D. C. 

Dear Ray: I am attaching a copy of a memorandum from the Chief of the 
Bureau of Supplies and Accounts to the commanding officer, Naval Supply Depot, 
Seattle, Wash., dated September 18, 1952, regarding cross-servicing agreements 
for supply of roasted coffee to NSD, Seattle, Wash. 

This information is furnished to you since it was the committee’s reeommenda- 
tion that such action be taken during their recent visit to Oakland, Calif. I 
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thought you would 


the committee’s recommendation 
Kindest personal regards EARLE D, CHESNEY. 
Attachment. 


ike to know what efforts have been put forth as a result of 


SEPTEMBER 18, 1952 
From: Chief, Bureau of Supplies and Accounts 
Té: Commanding Officer, Naval Supply Depot, Seattle, Wash. 
Subject: Cross-servicing agreeme! for supply of roasted ffee to NSD Seattle 
implementation of 
1. A cross-servicing agreement has been effected with the Department of the 


Army for the purpose of obtaining roasted coffee requirements of the Naval 
Supply Depot, Seattle, from the Army coffee roasting plant at Seattle Under 


the terms cf this agreement the Department of the Army will immediately as 





sume supply support responsibi to meet the logistic requirements of roasted 
coffee for NSD Seattle in accordance with the following stipulations: 

(a) Supply of all roasted coffee requirements of NSD Seattle, including roasted 
ground, roasted whole bean and roasted ground yacuum packed. (Excludes 


commercial brands for resale purposes. ) 

(b) NSD Seattle will submit requisitions to the Army Market Center at Seattle 
in accordance with the present established market center procedures in effect 
for supplying roasted coffee to Army installations 
be made at least once weekly and 





(c) Deliveries of roasted bagged coffer 
more frequently if conditions permit 

(d) Roasted coffee shipping containers shall be date marked with the date 
that the coffee is actually roasted and packed 

(e) Roasted coffee furnished under the cross-servicing agreement, will be 
roasted using a blend of 70 percent Santos and 30 percent Columbian green bean 
coffee 

(f) Invoicing cost will include costs of material, labor, and services required 
for roasting, packing, and packaging. Additional charges r handling and 
transportation to point of delivery will be included if delivery is made by the 
Army. 

(7) Reimbursement to the Army will be effected on a monthly basis. The 
market center will forward Standard Form 1080 to NSD Seattle, for proper cer- 
tification of roasted coffee quantities actually delivered. NSD Seattle will pro- 
vide the additional accounting instructions as necessary and forward Standard 
Form 1080 to the Navy Regional Accounts Office, Seattle, for payment. 

(h) Roasted coffee, furnished by the Army, shall be subject to inspection for 
quality, count, and condition at time of delivery as may be deemed necessary 
and appropriate 

(i) NSD Seattle shall furnish information concerning estimated requirements 
as may be required by the market center or the Army coffee roasting plant to 
assist in the proper planning for procurement of green bean coffee, coffee plant 
production schedules, ete 
2. It is the desire of the Bureau of Supplies and Accounts that NSD Seattle 








communicate with the Army Market Center at Seattle for the purposes of co 
ordinating the cross-servicing agreement to a successful consummation. Copies 
of all correspondence emanating on this agreement shall be forwarded to Bu- 
SandA, Subsistence Division. 

3. It is suggested that outstanding requisitions on Naval Supply Center, Oak 
land, be perused to ascertain if concellation can be effected. 

G. G. HUGHES 

(By direction 


OAKLAND Exnipsir 5 


DEPARTMENT OF THE NAVY 
BUREAU OF SUPPLIES AND ACCOUNTS, 
OFFICE OF THE SUPERVISORY Cost INSPECTOR, WESTERN AREA, 
San Francisco 5, Calif... August 20, 1952 

Restricted Security Information 
From: Supervisory Cost Inspector, Western Area 
To: Commanding Officer, Naval Supply Center, Oakland, Calif 
Subject: Coffee roasting plant, Naval Supply Center, Oakland, Calif.; report on 

cost study of operations for the period March 27—June 26, 1952, inclusive. 
Reference: (a) Informal request of OinC, GSD NSC Oakland to SCIWA for 

report on cost of current operations of subject plant 
Enclosure: (1) Original and two copies of subject report 
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1. In accordance with reference (a), enclosure (1) is forwarded for the infor- 
mation and files of the commanding oflicer. 

2. One copy of enclosure (1) will be forwarded to the Chief, Bureau of Supplies 
and Accounts (Cost Inspection Service) and, pending instructions from the Com- 
manding Officer, no further distribution of enclosure (1) will be made by this 
office. 

G. A. TAYLOR. 


COFFEE ROASTING PLANT, NAVAL SUPPLY CENTER—OAKLAND, CALI- 
FORNIA—REPORT ON COST STUDY OF OPERATIONS FOR THE PERIOD 
MARCH 27, 1952-JUNE 26, 1952, INCLUSIVE 


The report on the cost study of operations for the period March 27, 1952, to 
June 26, 1952, inclusive, for the coffee roasting plant, Naval Supply Center, 
Oakland, Calif., was made in order to compare the cost of processing coffee by 
the Navy and commercial roasters. As a result of the study it was finally deter- 
mined that the Navy costs are lower than those of commercial roasters. 


CONTENTS 
Comments. 
Comparative summary of total cost, by type of package, 


per 100 pounds of coffee, packed ready for shipment . Exhibit A. 
Summary of total cost, by type of package, of coffee 
packed ready for shipment ‘ oman Mame BB, 
Cost of bag, carton and tin containers, and green coffee, 
exclusive of warehousing costs bomemcideet | EEE Sis 
Summary of operating costs, by type of package _ Exhibit D and Schedules 1—12. 
Pounds of roasted coffee processed and packaged__...-.. Exhibit B. 


COMMENTS 
PURPOSE AND SCOPE OF STUDY 


1. In accordance with the request of the commanding officer, Naval Supply 
Center, Oakland, Calif., the supervisory cost inspector, western area, has 
conducted a cost study of the operations of the center’s coffee roasting plant 
for the purpose of determining the cost of producing each of the standard units 
of issue of roasted coffee, packaged ready for shipment from the plant. 

2. The cost study covered the period March 27, 1952 to June 26, 1952, inclusive, 
and the costs developed by the supervisory cost inspector are summarized in 
exhibit A and detailed in the accompanying exhibits and schedules. 


COST CENTERS 


8. Roasted coffee is packaged in four standard units of issue: 
(a) Bagged, whole bean, in 50-pound bags 
(b) Bagged, ground, in 50-pound bags 
(c) Tinned, ground, in 2 20-pound tins to a carton—Navy 
(d) Tinned, ground, in 2 20-pound tins to a carton—Army 
The pounds processed of each unit of issue during the period covered by this 
study are set forth in exhibit E. 

4. To determine costs for the standard units of issue, costs were accumulated 
within the following cost centers: 

(a) Warehousing: 

1. Green coffee (see par. 5) 

2. Empty tins and cartons 

3. Empty bags 

4. Packaged roasted coffee (temporary storage) 
b. Processing: 

1. Cleaning and roasting 

2. Grinding 

3. Bagging 

4. Tinning and cartoning 

5. Container strapping (Army cartons only) 

5. No consideration has been given in this report to any warehousing and 
transportation costs which are incurred or applicable to green coffee reserve 
storage facilities at the Naval Supply Annex, Stockton, Calif. The reason 
for this omission is that the storage facilities at the coffee roasting plant are 
adequate to warehouse a 60-day supply of green coffee (based on volume 
processed during the fiscal year ended June 80, 1952), and in the case of an | 
independent commercial concern receipts of green coffee, in all probability, 
would be scheduled accordingly. 
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DEVELOPMENT OF COST DATA 


1 


6. The costs developed are composed of (a) costs payable from current naval 
appropriations, and (0b) constructive costs not normally taken into account in 


determining costs of a Government operation. The costs payable from current 
naval appropriations as well as production volume data were obtained from 
fiscal records maintained at the Center, which records were examined to the 
extent deemed appropriate. 


7. Acqu sition costs of green coffee bags, tins, and carton as set forth n 
exhibit C, were developed by reference to related contracts and to vendor's 
invoices covering current receipts. Costs set forth net of cash discounts 





and no incoming freight charges were involved. Although the empty green 


coffee bags are being sold to another Government agency at 5 cents per bag, 





the supervisory cost inspector has ed a recovel alue of 13 cents per bag 
This price was quoted by a local bag wholesaler being the current market 
price for “dump run” green coffee bags, and was deemed to be more appropriate 
for use in this cost study. 

8. Constructive costs include allowances for depreciation, property taxes, in 


surance, the Government’s contribution to the retirement fund, the excess of 


utility costs occasioned by the difference in rates quoted by supplying utility 
companies for independent plants of a similar size and the rates used by the 
naval supply center in building its component activities, and to allow comparison 
of the operation of the plant with that of a plant operated by a corporate entity, 
there has heen included a provision for the State of California franchise tax 
Attention is invited to exhibit D, schedule 12, wherein is contained an elabora- 
tion of these constructive cost elements. 

9. As set forth in footnote 11, exhibit D, schedule 12, an allowance of 5 per- 
cent of total operating costs (costs payable from current naval appropriations 
and constructive costs, but excluding direct material costs) has been included, 
as a conservative measure, as general and administrative expenses. Elimina 
tion of this cost factor would result in a decrease in cost per 100 pounds of 
roasted coffee of approprimately $0.0554. 


IN CONCLUSION 


10. It is the opinion of the supervisory cost inspector that the accompanying 
exhibits and schedules present fairly the operating costs plus applicable con- 
structive costs of the coffe roasting plant, Naval Supply Center, Oakland, Calif., 
during the period March 27, 1952, to June 26, 1952, inclusive 





G. A. TAYLOR, 
Commander (SC) USN, 
Supervisory Cost Inspector, Western Are 


EXHIBIT A 


Comparative summary of total cost, by type of package, per 100 pounds of coffee, 
ay 


packed ready for shipment, for period Mar. 27 to June 


26, 1952, inclusive 








Tir 7 fF, ma 
y ~) fT, 5 i neé cottee TOL 
Bagged coffee (50- »0-pound to a 
pound t a nd t 
cart 
Whole bea Ground Navy 
Operating costs, exclusive of cost of coffee, containers, 
and provision for State franchise tax $0. 7439 $0. 8334 $1. 0671 $1. 2025 
Container costs: 
Bags S441 8441 
Tins 1. 9297 1. 9297 
Cartons 4198 1. 0043 
Costs, exclusive of cost of coffee and provision f 
State franchise tax 1. 6380 1.677 4166 4. 226 
Cost of green coffee 63. 9516 f ) ¢ j 62. 951 
Costs, exclusive of provision for State franchise 
tax 65. SRO 65. ¢ f 682 68. 1781 
Provision for State of California franchise tax 1607 1608 1654 lf 
otal cost per 100 pounds of coffee 65. 750: 65. 7899 7 2 68. 3451 








146, FIELD CONFERENCES ON 


s44 


£ 





FEDERAL 


£ 
s 
’ 
i 
7 
= ~ 





SUPPLY MANAGEMENT 


8 
S241 
t 

) 


eS Z 
. 
x 
~F 
i 
a . 
r. 

nn y 
’ Big 





Tinned coffee 


0a carton 


t 


2 20-pound tins 





Oper iting cc 


FIELD 


— 


hia AO © 





CONFERENCES ON 


s is ~ 
== x = 


x 
7 
I 
5 T Gots « 
me “ES ¢ = = 
S ¢ 3 —o = 


FEDERAL 


” 


SUPPLY MANAGEMENT 


447 





148 


FIELD 


CONFERENCES 


ON 


FEDERAL 


EXHIBIT C 
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Cost bag, carton, and tin containers, and green coffee, erclusive of warehous 
ing costs, for period Mar. 27 to June 26, 1952, inclusive 
Allocation 
Costs pa 
1 t Bag j y I j Tes 1 
pound | 99 : 
WW bea G 1 \ 
4 
} ¢ l M ¢ om ¢ 9 
! . | $ 9 $62 8 
8, 342. | 8, 342 
4 46) 161 
‘ 4,492, 2 10 909 1 4.8 iB l ) 
] ] 4 f 2 2 47 21 4 st 24 7.04 l l 4 ) 2 ss 
ExHisir D 
Summary of operating costs, by type of package, for period Mar. 27 to June 26, 
1952 inclusive 
Cor 
; ] 
; rota 
Bagge ( 
W bea t 
Opera ve n for State fran tax $8, 209. 73 $3, 079. 48 $11, 289. 2 
I f California f hise tax 2, 284. 27 2, 284. 27 
Total 8 209 7 I 73. 48 
( id 0 i ba 
Operat ft ' fra tax 2 262. ( RO OF } 199.57 
Pr 1 ( rar tax 602. 2 602. 21 
i 2, 262. € 1, 462. 17 5, (24. 18 
(ir 22 i art I 
\ 
Operating « x ‘ n for : in 
tax 660. 6 6 21, 207. 2. 
I for ut Ca iia franchise tax ( 3, 278. 63 
rotal 660. 60 8, 825. 2 24, 485, Sé 
Ar 
Oper 1 ts, exclu {pr sion for Stat anchise 
29, 713. 20 ), 253. 04 38, 966, 24 
I n for Sta f California franchise tax 109. 78 109. 78 
lotal 29, 713. 20 14, 662. 82 44,3 02 
Su i ill package types (exhibit D, schedule 1 
Opera t x ‘ rovision for State franchise tax 55, 846. 14 18, 739. 11 74, 585, 25 
Pr I st Calif 1 franchise tax 11, 574. 89 11, 574. 89 
Tota 5, 846. 14 30, 314. 00 86, 160. 14 
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SCHEDULE 1, 


ect labor 
ipervision and indirect labor 
Payroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 
epreciation 
Building 
Machinery and equipment 
Property taxes 
Building and 1] 
Machir 


Inventory. 








Machinery and equipment 
Utilities 





Power 

Roasting 

Water 

Heat and light 

plies: Glue, thread, and strapping 1 
( t of borrowed mat ils har ( 

Subtotal (exhibit D, schedule 2 

General and 1iministrative exper “ 





Summary of total operating costs, for the period Mar 
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27 to June 26 


1952, inclusive 


ab] ro 
Foot ; a ( 1 7 
t u 
1 : 
propria 
1 $31, 604. 11 $31, 604. 11 
l 4, 373. 63 4 63 
9 6, 116. 22 611 2 
$ 0) » 7 ) 
{ 662. 97 662. 97 
9 f 6le 
4, 495. 7 4,4 77 
a io 2 WY, U2 
44. 02 644 2 
S50. Of 
T . 7S 
44 { o 
i ¢ fl 
g 18 { 
s 
8 8 
) 
ggg 1. 892 
8.4 70. 78 1, 187. 64 
‘| { 18 150 
9 ys On 11. Of 
] 2 (8 8 ? OR 4 
é 2 ) ) 


total costs and provision for State of C 


Subtotal (to exhibit D 
Provision for State of California Franch 
lotal operating costs (to exhibit 


13. 28 18,7 82. 39 

t peres 
ilifornia franchise tax ll 4, 102. 8 4 2. 86 
RAS { ~ ) 4 FS 5 
Pax shibit D 2 1.89 4.89 
D 846. 14 4 Oo 86, 160. 14 


chedule 12, fc 


NOTE See exhibit D, 


SCHEDULE 2.—Summary of op 
J 


Warehousing 
Green coffee (exhibit D, schedule 3 
Empty tins and cartons (exhibit D 
Empty bags (exhibit D, schedule 5 
Packaged roasted coffee (exhibit D, 


Total 


Processing and packaging 
Cleaning and roasting (exhibit D, 
Grinding (exhibit D, schedule 8 
Bagging (exhibit D, schedule 9 


Tinning and cartoning (exhibit D, schedule 10) -_- 13 


Container strapping (exhibit D, sct 
Total.... 


Total. 


yr explanatory footnotes 


erating costs, by cost centers, 
une 26, 1952, inclusive 











Costs pay 
idle fror 
current Construc- . 
1 ot 
naval tive cost Potal 
appropr 
tior 
$4, 571. 5€ $5, 463. 70 $10, 035. 26 
, schedule 4) .... E 2 365. 87 2 4 588. 18 
y2 198. 76 
schedule 6 2, 575. 31 2, 650. 77 5, 226. 08 
9, 547. 66 10, 500. 62 20, 048. 28 
chedule 7 20, 861. 63 5, 415. 98 26, 277. 61 
] 9 2 108. 55 
2 79 2, 624. 26 
07 1, 620. 67 15, 248. 74 
1edule 11 3, 965. 94 209. 01 4,174.95 
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SCHEDULE 3 Warehousing costs o 


Machinery and equipment 
Propert ‘ 
Bu and land 
Ma ‘ and equipment 
Insurance 
Fire 
Building achiner il 1 equipm 
I y 
Other 
Repairs and maint ance: Build 
I f Heat and light 
Cc f borrowed material andl Jui; 
Total 
Nort! e exhibit D, schedule 12, for explana 


SCHEDULE 4 


) 


to June 


Labor and supervision 
Payroll burden 
Vacations, holidays, and sick leave 
Retirement 
Compensation insurance 
Depreciation _......... 
Building 
Machinery and equipment 
Property taxes ; 
Building and land 
Machinery and equipment 
Inventory 
Insurance 
Fire 
Building, machinery, and equipment 
Inventory 
Other 
Repairs and maintenance 
Utilities: Heat and light 
Cost of borrowed materials handling equipment 





Building 


Total 


Note.—See exhibit D, scheduk 


FEDERAL SI 


o 


PPLY 


green colree, for period 


1952 


mMmClUsire 





v footnote 


Warehousing costs of empty tins and cartons, for period Mar. 2° 


1952, inclusive 


Costs pay- 





Foot able from 
note current 
naval ap- 
propriation 
l $1, 559. 56 
2 265. 13 
$ 
4 
6 
8 534 
9 10. 55 
10 196. 48 


2, 365. 87 


12, for explanatory footnotes 


Mar. 27 


MANAGEMENT 


to June 26 


Cc i Y 1 
‘ ‘ I il 
$3, 3 
574. 22 
$256. 88 256. 88 
62. 24 62. 24 
ro Hs ® HSS 
497.42 497.42 
Ho). BA 60 s 
4. 83 24. 8 
110.88 10. 88& 
212. 91 3, 212. 91 
1, 84 1. 84 
276. 58 
10. 00 31.10 
1. 90 
4( ) 10, 035. 2¢ 


Construc- 


otal 

tive costs Potal 
$1. 559. 5¢ 
265. 13 
$118. 60 118. 60 
28. 74 28. 74 
650. 69 650. 69 
284. 28 254, 28 
775. 19 775. 19 
14.19 14. 19 
221. 05 221. 05 
32. 83 32. 83 
90. 8Y 90. 89 
5 85 
334, 15 
5. 00 15. 55 
196. 48 
2, 222. 31 4, 588. 18 
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SCHEDULE ». Warehousing costs of en pty hagas. for period Ma) 2? to June 26, 


1952, inclusive 














( 
I l 
Labor ar $96. 59 $26. 59 
Pavroll t 
V itio olid d . 4 2 4. 52 4.52 
Retire t $2. 02 2. 02 
Com 1 ul { } 19 
Property taxes: Invent 129 29 


Cost of borrowed mat ind equ 8 3. 81 


NOTE See exhibit D, hedule 


SCHEDULE 6 Warehousing costs of package d roasted coffee. for period Mar. 27 


to June 26, 1952, inclusive 








{ 
I ( t ; 
¢ A sl 
Direct labor l $1 2. $ 0 
‘rvision and indirect labor l W). 4 390. 40 
Payroll burden 
Vacations, holidays, and sick lea 2 296. 2 296. 21 
Retirement $132 2. 51 
Compensation insurance 4 32 2.11 
Depreciation : : ‘ ) ; 
Building 724. 38 724. 38 
Machinery and ¢ ment 619. 22 619. 22 
Property taxes - - 9 
Building and land 912. 44 12. 44 
Machinery and equipment 36. 64 36. 64 
Insurance 7 ~ 
Fire 
Building, machinery, and equipment 18. 58 18, 58 
Inventory 163. 93 163. 93 
Other 5 95 
Repairs and maintenance. ‘i — s eaten 
Building 389. 60 389. 60 
Machinery and equipment 26. Of 126. 00 
Utilities: Heat and light -- ) 21 10. 01 31. 11 
Total... 2, 575. 31 2, 650. 77 5, 226. 08 
Nore.—The above warehousing costs relate entirely to the temporary storage of packaged coffee pending 
shipment to requisitioning activities. See exhibit D, s f xplanatory footnotes 
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ScHEDULE 7.—Cleaning and roasting costs of coffee, for period Mar. 27 to June 26 
& / ’ 





1952, inclusive 
Costs pay- 
Foot- able from Cina 
iin current tive costs rotal 
naval ap- 
propriation 
Direct labor 1 $12, 626. 77 $12, 626. 77 
: ervision and indirect labor = ] 2, 218. 31 2, 218. 31 
Payroll burden 
’ Vacations, holidays, and sick leave 2 2, 523. 66 2, 523. 66 
Retirement - 3 $1, 128. 97 l 97 
Compensation insurance 4 273. 56 273. 56 
Deprec ition. ea _— o ecco o ° ° 5 ° ° ° ooee ° ° 
Building 414.73 414. 73 
Machinery and equipment 2, 280. 26 2, 280. 26 
Property taxe 3 6 . — 
Building and land 522. 41 22. 41 
Machinery and equipment 455. 11 455. 11 
li Aric . 7 ete a 
Fire—Building, machinery, and equipment 30. 86 30, 86 
Other &. 09 8.09 
Re ind maintenanc 8 
Building P 293. 06 . 223. 06 
Machinery and equipment 1, 408. 63 1, 408. 63 
tilitic 9 
Power 457. 52 233. 58 691.10 
Roast ga 1, 258. 42 (0. 78 1, 187. 64 
Water ). 32 4.18 144. 5 
Heat and light 04. 04 45. 01 139. 95 
Tota 20, 861. 6 5, 415. 98 %, 277. 61 
N I See exhibit D, edule 12, for explanatory footnotes 


SCHEDULE 8 Grinding costs of coffee, for period Mar. 27 to June 26, 1952, 


inclusive 





Foot ible fro Construc- 
note | current Shes anak Total 
naval a} 
propriation 
Direct labor ~ 1 $226. 34 $226. 34 
Sum on and indirect labor 1 39. 80 39. 80 
Payroll burden 
Vacations, holidays, and sick leave 2 45. 24 45. 24 
Retirement ‘ i 3 $20. 24 20. 24 
Compensation insurance 4 4. 90 4. 90 
Depreciation............. a" snd a 5 smnonciacnneaatia —— ns 
Building ‘ ‘ 35. 39 35. 39 
Machinery and equipment 500. 96 500. 96 
Property taxes és ah Linas ilinieadiemeuewamenste 6 mite maine waitaiebemesiaks ao 
Building and land ‘ 44. 58 44. 58 
Machinery and equipment 72. 70 72. 70 
Insurance “ie winaten Swed die nbtekakwahbhiied TY bres cesasinsdabets asécmnggiliacwuin pathos 
Fire— Building, machinery, and equipment 4.76 4. 76 
Other 15 -15 
Repairs and maintenance_.........-.--. palaaltei seni ican —_ aihiie knbnoneineia — 
Building 19. 04 19. 04 
Machinery and equipment 967. 61 967. 61 
Utilities _> 7 Sab 9 oe ee dee eet 
Power 76. 25 38. 93 115.18 
Heat and light--_- i 7.91 3. 75 11. 66 
Total ‘ 1, 382. 19 726. 36 2, 108. 55 


Note.—See exhibit D, schedule 12, for explanatory footnotes. 
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NoTE.—See exhibit D, schedule 12, for explanatory footnote 


SCHEDULE 9.—Bagging costs of coffee, exclusive of bag cost, for period Mar. 27 
to June 26, 1952, inclusive 
C% ‘ 
I > P Conet 
te urrent t at 
‘ . 
1 
t 
Direct labor 1 $1, 382. 24 $1, 382. 24 
Supervision and indirect labor l 242.74 242.74 
Payroll burden 
Vacations, holidays, and sick leave 2 276. 2 27 
Retirement ; $ s 1: s 
Compensation insurance 4 29. 94 4 
Depreciation .... ‘ a 
Suilding . 
Machinery and equipment 
Property taxes.......... cal 7 bona on 
Build ind land 
Machinery and equipment 7. 24 t 
Insurance “ - at 7 
Fire—building, machinery, and equipment 7 
Other SS SS 
Repairs and maintenance Gian : S 
f 
ry and equipment 2 2 2 2 
Heat and light - ; 
Supplies: Thread 148. 34 148.34 
Potal .... 2 i. 79 2 1 2, 624 
Note.—See exhibit D, schedule 12, for explanatory footnotes, 
SCHEDULE 10 Tinning and cartoning costs of coffee, exclusive of container costs, 
for period Mar. 27 to June 26, 1952, inclusive 
( 
I able 4 ( 
note met tive cost 
i 
i 
Direct labor 1 $8. 791.2 $8 791. 24 
Super { indirect labor l 1, 544 544 
Payroll b 
Vacations, | lidays, and sick leave 2 1,7 
Retirement 3 $78 st 
Compensation insurance 4 "4 1.4 
Depreciation 5 
Building 9. 4E ) 
Machinery and equipment 256. 5¢ 256. He 
Property taxes 6 
Building and land l ’ 25. 29 
Machinery and equipment 
Insurance 7 
Fire— Building, machinery, and equipment $ 4 
Other... 5. 64 5. 64 
Equipment rental 18 s 
Repairs and maintenance 8 
Bui z { ’ 
Machinery and equipment 
Utilities. nn Hales shnennien dave ‘ 9 
Power 190. ¢ 97.32 287.9 
Heat and light 47. 47 22. 50 1.97 
Supplies: Glue 543. 30 43. SE 
Total i . 13, 628. 07 1, 620. 67 248. 74 





454 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


SCHEDULE 11 Container strapping costs of coffee in Army export containers, for 
period Mar. 27 to June 26, 1952, inclusive 


Summary of operating costs for the period Var. 27 to June 26, 
1952, inclusive 


FOOTNOTES 


1. Direct and indirect labor and supervision recorded on NavSandA Form 
279 for the accounting period April 1 to June 80, 1952, was adjusted as follows: 


am be 


» 


(a) To conform to processing period March 27 to June 26, 1952. 
(6) To inelude labor costs incurred for the handling of green coffee and 
empty containers, 

2. Allowance for vacations, holidays, and sick leave is at the rate of 17 per- 
cent of basic straight-time compensation, which excludes overtime pay (straight 
time and premium). This rate, prescribed in the Bureau of Supplies and <Ac- 
counts Manual (vol. VI, par. 66357-2), for application to work performed for 
other military departments, is considered appropriate for use in the period of 


this study. 
3. Allowance for Government contribution to the retirement fund is at the 
Civil Service Commission's reported present actuarial experience rate of 6.5 per- 


cent of basic straight-time compensation, including accrued vacations, holidays, 
and sick-leave pay, but excluding overtime pay (straight time and premium) No 
special consideration was given for any temporary employees who were covered 
by the Federal Insurance Contributions Act, and who are not presently eligible 
to participate in the Government’s retirement plan 

4. The cost compensation insurance is based on the net rate of $1.575 per 
S100 of payroll This rate, afte consideration of premium refunds based on 
probable experience, was quoted by a major insurance carrier. 

5. The depreciation rates were taken from the Bureau of Internal Revenue 
Bulletin F published in 1942, and the Accountant’s Handbook, second edition. 
Because the plant operated on a two-shift basis for a portion of the period 
covered by this study, an allowance for accelerated depreciation of the affected 
machinery and equipment items was made at the suggested accelerated rates con 
tained in the Accountants’ Handbook (p. 658), according to the hours of plant 
operation 

6. The assessor’s office, county of Alameda, Calif., without inspection of the 
physical plant, furnished information relative to determination of assessed 
valuations of real and personal properties. The county of Alameda and city 
of Oakland, Calif., combined tax rate for the fiscal year ended June 30, 1952, 

P 7.39 per $100 of computed assessed value was used to determine property 
taxes applicable to the 3-month period under study. 

7. Fire-insurance rates were secured from representatives of the local fire- 
insurance rating bureau. Actual inspection of the physical plant was not 
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made by them, and the rates recommended were based on information submitted 
by the supervisory cost inspector. The rates were based on a 90-percent average 
clause, less 16.67 percent for 3-year policies. The constructive cost for fire 


insurance on the buildings was based on insurable values of 150 percent of 
1942-45 initial costs. The insurable value of machinery and equipment was 
assumed to be initial costs on the theory that accumulated depreciation has 
offset the difference from original costs to present replacement costs. Cost 
was the insurable value used in determining the cost of fire insurance on inven- 
tories. The “other” insurance is the cost of comprehensive public liability and 
property damage insurance computed at rates quoted per $100 of payroll 

8. Repair and maintenance costs of buildings are based on one-fourth of costs 
reported for the tiscal year ended June 30, 1952, by the public works officer, 
Naval Supply Center, Oakland, plus payroll j see footnotes 2, 3, and 4) 
applicable to the labor included therein ‘pair and maintenance costs of 
machinery and equipment are based on one-fourth of recorded costs for the 
fiscal year ended June 30, 1952, plus payroll burden (see footnotes 2, 3, and 4) 
applicable to the labor included therein. 

9. The usage of utilities was determined from meter readings applicable to 
the coffee-roasting plant. Naval Supply Center, Oakland, billing rates were 
used to determine “costs payable from current naval appropriations,’ and the 
differences between center rates and rates quoted by the supplying utility com- 
panies for independent plants of similar size were used in determining “con- 
structive costs” of utilities. 

10. The cost of borrowed materials handling equipment is based on a per diem 
cost of $7.25, computed by the materials handling equipment shop, Naval Supply 
Center, Oakland. This per diem cost includes maintenance and depreciation of 
the materials handling equipment borrowed by the coffee-roasting plant for use 
in warehousing operations. Costs of materials handling equipment permanently 
assigned to the coffee-roasting plant are included in the appropriate cost classi- 
fications for the various operations. 

11. In view of the multitudious operations of the Naval Supply Center, Oak- 
land, it is questionable whether any reduction in general and administrative 
expenses would inure to the Government should the Government procure its 
requirements of roasted coffee solely from commercial sources. However, and 
since cost data relative to general and administrative expenses incurred by com- 
mercial coffee processors could not be obtained, as a conservative measure an 
allowance of 5 percent of total operating costs (costs payable from current 
naval appropriations and constructive costs, but excluding direct material costs) 
has been included as general and administrative expenses 

12. It was assumed that an operation of the scope of the coffee-roasting plant 
would normally be by a corporate entity. In the State of California a corpora- 
tion must pay a franchise tax for the privilege of doing business, which tax is 
computed at 4 percent of a corporation’s net earnings before Federal income 
and State franchise taxes. Lacking factual financial statisti of corporate en- 
tities engaged solely in the processing and packaging of coffee, the computation 
of the provision for the State of California franchise tax has necessarily been 
made on an assumed net profit. ‘This net profit was calculated on the following 
assumed operating ratios: 


Cost of sales_ ; 
Selling, general and administrative expenses 
WP OUNG tcculciieles 
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ExHiBiT E 


Pounds of roasted coffee processed and packaged, for period Mar, 27 to June 26 
1952, inclusive 





RC 


oe 


FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART III 
(Seetion 3) 


(Meeting with representatives of the coffee industry in connection 
with operation of coffee-roasting facilities within the armed 


services ) 


MONDAY, AUGUST 25, 1952 


Howse or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerpartTMENTS, 
San Francisco, ¢ alif. 

The subcommittee met at 2:30 p. m. in the Federal Building, San 
Francisco, Calif, 

Present : Representatives Herbert C. Bonner, chairman, ( Mrs.) Cecil 
M. Harden, Thomas B. Curtis, and Franck R. Havenner. 

Staff members present: Thomas A. Kennedy, general counsel, Ray 
Ward, staff director; and Herbert Roback, staff director, Reorganiza 
tion Subcommittee. 

Coffee industry representatives present: T. Carrol] Wilson, Hills 
Bros. Coffee, Inc.: Peter Folger, 1 ¢ A. Folger & Co.: Herbert Hills, 
Jr., Hills Bros. Coffee, Inc.;: Carlton Corey, Standard Brands, Inc.; 
A. C. Glover, Manning’s, Inc.; Frank Merriman, Milo Coffee Co.; 
C.E, Miller, A. Schilling & Co.; William J. Rowe, S. & W. Fine Foods, 
Inc.; W. O. Granicher, Leon Israel & Bros., Inc.; and Edward Bran- 
sten, M. J. B. Co., all of San Francisco, Calif. 

Mr. BonNeER. The subcommittee will come to order. 

Gentlemen of the coffee industry and of the press, we are a subcom 
mittee of the House Committee on Government Operations and have 
been studying supply management in the Federal Government during 
the past 2 years. 

The members of the subcommittee present are: Mrs, Cecil M. Har- 
den, of Indiana; Thomas B. Curtis, of Missouri; and myself, Herbert 
C. Bonner, of North Carolina. 

The members of the staff are: Thomas A. Kennedy, general counsel 
to the full committee; Mr. Ray Ward, staff director; and Mr. Herbert 
Roback, staff director of the Executive and Legislative Reorganiza- 
tion Subcommittee. 

Due to conditions beyond his control another member of the sub- 
committee, Mr. Shelley, of California, is not able to be present today. 
The full subcommittee is composed of seven members from the Com- 
mittee on Government Operations. 


1Name changed to Committee on Government Operations, July 4, 1952 
157 
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We have made a number of investigations, reports, and have intro- 

iced several bills designed to eliminate overlapping, duplication, and 
Waste, part cularly in the Military Establishment. We have found 
that there is enormous duplication and waste within and between the 
three military aepartments, This is a matter of orave concern te 
the Congress and to the taxpayer. You know we have a staggering 
national debt in excess of $260 billion and our annual budget is in 
the ne ohbo hood of S80 billion. Most of this is necessary to run the 
military agencies. 

In 1947 Congress passed the so-called Unification Act in the devout 
hope that the waste which came to leht during World War II would 
be eliminated. I am sorry to say that the Unification Act has mis- 

ed. We now have three autonomous departments instead of two. 
We have been very © itical in our reports of the Air Force in trying 
to set up a supply system for common items. We are happy to say 
that we spent 2 day sal Dayton on this trip and have every assurance 
that the Air Force is now willing to let someone else handle common 


supply items for them. 
COMMERCIAL-TYPE INDUSTRIES IN THE GOVERNMENT 


One item of concern to the subeommittee has been the LTOWLNE tend- 
enc) of the military to set up what might be called commercial-type 
ndustries. Coffee is one of these industries. The military buys 125 
million pounds of coffee a year and have a number of roasting plants 
to serve their own installat lOnS, both at home and abro vcd. We wonder 
if this 1s nec ssary e ther from the standpoint ot economy or service, 
We have drawn no conclusions on this matter to date. 

We solicit the advice and assistance of you gentlemen of the coffee 
ndustry in helping to solve this problem, involving one item out of 
everal million. We believe that your interest as taxpayers, busi- 
nessmen, and Americans will prompt you to give us the advantage 
of your experience and wisdom. I should like to ask vou a few ques- 

ys that we directed to the National Coffee Association and then 
members of the subcommittee and the staff will ask more detailed 
questions. 

I also want to read a few paragraphs from a committee print which 

e have made for our own use in connection with commercial-type 
activities in the Federal Government. 


f 


Che Federal Government annually requires millions of individual items which 


ost billions of dollars of the taxpayers’ money. The extent and complexity of 
the far-flung and diverse Federal activities cannot be comprehended by any 
dividual Commercial-type activities alone stagger the imagination, A par- 


tial list of these activities operated by various agencies of the Government 
ows, Some commercial activities of the Federal Government: 

United States mints, engraving and printing (paper money, bonds, stamps, 
ete.), printing of all kinds (Government Printing Office and other agencies), 
maintenance shops (automotive, typewriters, adding machines, ships, planes, 
ete.), guns, ammunition, clothing manufacture, bakeries, railroads, transports 
(air, sea, land), power plants, warehouses, testing facilities, coffee-roasting 
plants, commissaries, messes, force account construction projects (dams, roads, 
buildings, telephone lines), hospitals, schools, experimental operations of all 
kinds, fur sealing (Pribiloff Islands), banking, credit, loans, ete., insurance 
crops, banks, etc.), laundries, spectacle manufacturing, paint manufacturing, 
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tree nurseries, fish hatcheries, telephone lines and other communications systems, 
synthetic rubber plants, and shipbuilding. 
As a Nation we recognize the need for encouragement of individual initiative 


and enterprise under our system of democratic government. Government opel! 
ations should be conducted only when necessar in the interest of (1) service 
(to obtain what is needed when and where), (2) cost, (3) security, +) emer- 





gency, (5) experimental projects, (6) excessive ris 
system, etc.), (8) quality control 

Theoretically, everything that is done by Federal Government agencies could 
be done by or through commercial concerns, States, counties, municipalities, or 
cooperative projects. It is recognized fully that the Government should pay 





a reasonable profit for what it gets and the factor of fair profit alone is no 
excuse for the Government’s taking over. On the other hand, every profitable 
and unprofitable activity of a nation could be usurped by a socialized state devoid 
of the urge of personal incentive. As big government gets bigger, there is a 
tendency for Government agencies to take over more and more activities, some 
times justifiably and sometimes through desire rather than necessity. As all 


things are related, one enterprise leads to still another. Sometimes activities 
are started on a small scale and historical precedence becomes an excuse for con- 
tinued operation on a large scale 

The subcommittee recognized the problem of commercial activities in the 
armed services and in its report No. 658, of June 27, 1951, stated the conclusion 
and recommendi:tion that: 

Except in isolated areas and under special circumstances, commercial-type 
operations in the military departments, such as coffee roasting, are of question 
able value. Skilled military personnel, specialized equipment, and much-needed 
administrative and warehousing space are utilized by these activities, which are 
not essentially military operations. 

Justification for their existence has been attempted on an economy basis. Cost 
figures shown to the subcommittee, however, fail to include all overhead and 
other cost factors, such as amortization, depreciation, ete., which are customarily 
considered in arriving at commercial costs. 

It would appear that in the absence of adequate justification for maintaining 
commercial-type operations, the military departments could better utilize their 
funds and personnel in procuring the finished product on the commercial market 
than in duplicating commercial facilities and manufacture. 

Other commercial-type operations such as clothing manuf 
treading operations, and automobile overhauling shops examined by the sub 
committee duplicate existing facilities of small and large civilian business 
operations, thereby competing for personnel, space, parts, and raw materia 

Recommendation.—The Secretary of Defense should ascertain whether under 
proper cost-accounting standards costs differentials and service justify retention 
of commercial-type operations in the Military Establishment 

Further investigations confirm the conviction that the military departments 
should make a more careful scrutiny of all their commercial-type operations 
which utilize trained military staff and other resources and facilities, which 
may not be justified on any of the bases listed above. Title IV of the National 
Security Act establishes a Comptroller for the Department of Defense who 
should make cost studies and evaluations on such matters with the basic idea 
of diminishing rather than justifying or perpetuating such activities Under 
our system of government, the burden of proof should lie against Government 
operations which lead us to “military socialism.” 

In order to insure a supply of needed items, the military services under the 
theory of “responsiveness to command” want to be sure that they have produ 
tion control. While there can be no quarrel with this basic concept provided 
we consider that command means “united command,” this can be carried to an 
absurdity, however, as can be illustrated in the hypothetical case of flour. The 
services require millions of flour annually. To be certain of supply, control 
of the mills is required and distribution facilities from the to points of 
use. However, the next step would be assurance of a supply of grain for the 
mills, which would require control of the farms that produce the grain for the 
mills. In turn, this would require assurance of a supply of fertilizer, farm 
equipment, and farm help, and so the matter would go on ad infinitum until 
every industry and every facility would need to be controlled by the military 
in order to insure adequate supplies. 





gcturing, tire-re 
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In a democracy we try to protect private enterprise but have systems of 
priorities in times of emergency to assure supplies to defense activities. Our 
system also permits requisitioning procedure and condemnation in the national 
nterest, thus obviating the threat of “military socialism” which spreads and en 
gulfs so quickly 

There are thousands of items used commonly in great quantities by both the 
civilian and military populations. These items generally are covered by civilian 
specifications, are in the competitive market, and can be procured for Govern- 
ment use through the time-honored system of competitive bidding. This system 
as often described by the Comptroller General of the United States requires that 
“needs are clearly stated, that free and full competition is obtained, and that 
award is made to the lowest responsive qualified bidder.” Bid openings are 
public and quotations are read aloud and become public property. Such 
system is in the interest of the bidders and the Government. Favoritism, col 
lusion, nepotism, personal preferences, and other abuses are best avoided by this 
process 

The system to be successful requires that Government officials know what 
they need as to quantity and as to quality and so state in the specifications in 
the bid invitation In making the award, the contracting officer must know 
that he is getting what he specified. This is the essence of testing. Without this 
corollary to good specifications, the process breaks down and responsible bidders 
are penalized and chiselers are rewarded. 

Too often the Government is unable to throw out dishonest bidders. Often 
the Government gets stung before discovering the chiselers. The subcommittee 
believes that General Services Administration under its general authority 
pursuant to section 201 (a) (1), Public Law 152, Eighty-first Congress, should 
establish policies governing responsibility of bidders so they may be prequalified 
and/or debarred in order to protect the Government. This is prevention rathe 
than costly and belated cure 

Coffee is certainly a civilis in-type item in the United States. Imports in is seal 


vear 1951 were 20,357,372 bags of 132.276 pounds each, or 2,692,791,739 pounds at 
a value of $1. 360,583,000. This was 67 percent of the world’s production and re epre 


sents a 16.7 pound per capita consumption. The world’s greatest importers and 
manufacturers of coffee are located in the United States, 


OVERLAPPING OF ARMY-NAVY FACILITIES 


Now, we have heard the Navy this morning with regard to their 
coffee production for the armed services. Before coming here, we 
visited Army establishments and have heard the Army with respect 
to their coffee processing. In making vag ee we have found that 
the Army and Navy overlap each other in the production of coffee 
and in the distribution of coffee. We find in some cases the Navy 
importing coffee from Brazil to New York, and shipping it back down 
to Texas—shipping it back processed when there is a processing plant 
in the immediate vicinity. We also found here on the Pacific coast 
where coffee is being processe «l here at Oakland and being shipped to 
Seattle and we find in the neighborhood of Seattle a coffee-processing 
plant of the Army which could easily supply those needs. 

It is the desire of this subcommittee to see if it is necessary for the 
armed services to continue to buy and process coffee; to see that these 
unnecessary costs are worked out and many of these coffee establish- 
ments eliminated which duplicate each other, and to see that savings 
are made in transportation and other costs. 


COSTLY CROSS-ITAULING OF COFFEE 
An example that has been pointed out is where green coffee was 


shipped to a Navy roasting plant in Brooklyn and the roasted coffee 
reshipped to Corpus Christi, @ex., when there is an Army contract 
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installation at San Antonio, Tex., and an Army owned plant at 
Atlanta. 

The subcommittee, as I said, has not come to any conc ‘lusions. This 
subcommittee has taken a great deal of their private time of the indi- 
vidual Members of Congress and the Members that belong to this sub- 
committee have given their private time to this study. This is far 
beyond the concept of a Member of Congress who goes to ( \aiesieieh for 
legis lative purposes, but if someone does not look into this, and your 
Representatives who are responsible to the people for a reduction of 
taxes, there is no telling where this thing will go. 

The subcommittee has made studies around the world. The mem- 
bership of this subcommittee has the greatest admiration and respect 
for the men who wear the uniform. This is not an individual matter 
It seems to have grown in a cycle—like a snowball getting larger and 
larger all the time until the full Committee on Operations of the 
House of Representatives has come to the conclusion that something 
has got to be done about it. 

Now, who will speak for the coffee industry. Will you come for- 
ward, sir, and give your name? 


STATEMENT OF PETER FOLGER, J. A. FOLGER & CO., 
SAN FRANCISCO, CALIF. 


Mr. Forger. My name is Peter Folger, of J. A. Folger & Co. 

Mr. Bonner. Would you recommend that the Government manu- 
facture its own coffee, buy commercially on its own specifications, buy 
its own green coffee and contract for roasting and packaging, or some 
other method? Obviously this subcommittee has no interest other 
than that of economy and eflicienc y. Dovyou have a general statement 
you desire to make? 

Mr. Foucer. I have a very short statement. 

Before I undertake to answer that question, I would like to point 
out that I am not speaking as an officer of the Pacifie Coast Coffee As- 
sociation. Your staff’s letter was not addressed to the association 
asking for this meeting, but rather to the individual members. So, 
in the light of that condition, we had a meeting of the roasting group 
and the green-bean members of the association and decided to appoint 
a committee, of which I happen to be the chairman, to see what we 
could do to answer your questions. 

Mr. Curtis. Who else is on that committee ? 

Mr. Foucer. Mr. Carroll Wilson, of Hills Bros.; Mr. a 
Glover, of Manning’s, Inc.; Mr. Hills, of Hills Bros.; and Mr. James 
D. DeOrmand, who could not be here today. 

However, getting back to your question, prior to our receiving let- 

ters from Represent: itive Shelley, the National Coffee Association was 

addressed by Mr. Ward |see San Francisco Exhibits 2A and 3B, 
p. 509], as you all know, asking, I believe, the same series of questions 
that you have just asked me. On August 6 Mr. Ward received a letter 
from the National Coffee Association over the signature of Mr. Ed- 
ward Aborn, who is the president, and he spelled out the answers 
numerically and alphabetically as Mr. Ward asked them [see San 
Francisco Exhibit 2B, p. 509], and it is the feeling of this group here 
that, in general, the answers that Mr. Aborn gave to Mr. Ward’ S ques- 
tions stated the feeling of this group as well, with one exception. 
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Do you have co ples of this letter which I am re ferr] ng to? 


Mr. Warp. Yes. 





NO MORE PLANTS SHOULD BE ESTABLISHED 


Mr. Foreer. In paragraph 8, it is concluded that the method that 
is now being used is the most satisfactory way of procuring green coffee 
for the Government. In other words, the Government is buying the 
coffee through the assistance of the erading committees of the national 
association and then roasting it in the Government plants, as you saw 
this morning. However, the one point which we wish to add, and I 
believe Mr. Aborn agrees with us as the president of the association, is 
that no further plants should be established at the present time by 
the Government. 

Our thought on that is, first of all, we basically do not believe that 
Government should be in business at all. However, if it is found 
that they should be in business just as they are at the present time, it 
should not set forth to increase that in case of a national emergency, 
tor two reasons: 

We have the commercial facilities to supply all the coffee that 
the Government needs, and 

2. It is possible that if the Government should expand their busi 
ness it could be quite damaging to the industry asa whole. By that I 
mean, if similar to World War II, we had a rationing program of 
coffee; the production of these people would be, naturally, cut in half ; 
in the meantime the Government established new plants and there 
would be no chance for the individual company to apply for the Gov- 
ernment business under the rationing program. That is rather a 
long-winded dissertation, but does that, more or less, answer your 
question without spelling it out one by one? 

Mr. Bonner. This subcommittee is very patient and we want your 
full views on this subject. We have heard the Army and the Navy 
as to why they are in the coffee business and what they are doing and 
we have asked for statements from them to show how they operate, 
what it costs to operate, and now we would like to know what you think 
about that. That is what we want to know. 
































WASHINGTON MEETING OF ADMIRAL RING AND NATIONAL COFFEE 
ASSOCIATION 


Mr. Foueer. I might go on a little further here. On August 20, 
there was a meeting in Washington at which Mr. Aborn and Mr. 
O'Connor, one of our national officers, went to Washington and met 
with the Munitions Board, at which Admiral Ring, Chief of the Buy- 
ing Section, I believe was there, and it was evidently quite a satisfac- 
tory meeting, at the end of which Admiral Ring took this position, 
which we believe, as a group, is satisfactory for the time being to the 
coffee industry; namely, that the armed services—let me go back a 
second—Ring indicated if the National Coffee Association would back 
his proposal, he would seriously consider the following as an over-all 
policy, and this is the policy as proposed by the national association, 
and what we think for the time being is a step in the right direction : 
(See Francisco Exhibit 2B, p. 509, and Oakland Exhibit 3, p. 441.) 
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(1) The armed services to continue the purchase, and industry the 
inspection, of green cottee as al present. 
2) All coffee for the armed services to be packe d in 20 pound cans 


for domestic use as well as overseas. 
INDUSTRY PROFITS WITH INCREASE IN MILITARY GRADE OF COFFE! 


It is our opinion that the better the oracde of coffee that the Armed 
Forces get, the better it is for the industry asa whole. In other words, 
if you feed them inferior cottee, the personne! when re lea ec | from the 
service will not be as anxious to resume coffee drinking quite as fast 
as they would had they been served a good grade. It is our opinion 
that the vacuum-pack tin is the best way to supply the GI with coffee. 

(3) Discontinue all coffee roastii ao by the armed services except to 
the capacity of the plants at Brooklyn, Atlanta, Oakland, and Port 
land, closing such other plants as are now 1n operation, including one 
operated by the Marine Corps; req iirements bevond such ¢ pac Ity to 
be obtained from private industry under some inspection set-up to be 
recommended by the National Coffee Association. That is what we 
were talking about this morning, how best to 1 spect that coffee. 

I would like to, on my own initiative, go a little further than the Na 
tional Coffee Association and suggest that we close the smaller plants, 
but with a long-term policy to close the bigger ones eventually. I do 
not think that would be out of order, but that is purely a personal 


opinion of my own. 
GOVERN MENT-ROOSTED COFFEE SHOULD NOT BE SOLD IN COMMISSARTES 


(+) Discontinue the sale of Government roasted coffee in all com 
missaries and post exchanges, overseas as well as cdlomest Ic, and confine 
the production of Government plants to production of coffee to be 
served as beverage by the armed services. I think that is quite impor 
tant. The individual houses under their own label, as you know, sell 
to the commissaries and exchanges and I know it is common practice 
in the same commissary and exchange to sell the Government coffee at 
considerably reduced prices way below our commercial prices. I 
believe Mr. Ward has cited cases where some of these exchanges were 
actually selling the general-issue coffee considerably below the Gov- 
ernment cost; 1s that correct / 


Mr. Warp. Yes, sir; the old price. 


STATEMENT OF W. 0. GRANICHER, LEON ISRAEL BROS., INC., 
SAN FRANCISCO, CALIF. 


GOVERN MENT COFFEE SOLD AT 32 CENTS PER POUND IN COMMISSARIES 


Mr. Granicuer. I am W. O. Granicher, with the Leon Israel Bros., 
Inc. Just to prompt Mr. Folger, I recall that issue coffee was being 
sold at 32 cents for a considerable length of time after commercial 


prices had risen above that figure. It took place sometime before the 
price was altered. 


? Should be Auburn, Wash 
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SOLE PRICE LESS TILAN COST OF BEAN 


Mr. Bonner. You mean the commissaries were selling the finished 
pre xluct cheaper than the oreen coffee cost ? 

Mr. Granicuer. That is right. 

Mr. Bonner. Do you know how long that existed ¢ 

Mr. Granicuer. I do not know, but I have friends who bought the 
coffee and more or less taunted me with the idea that they could buy 
from the Government much cheaper than we in the green business 
were selling coffee. 

Mr. Bonner. Do you know where that took place 

Mr. Granicuer. In San Francisco; the Presidio, San Francisco. 

Mr. Bonner. Were your friends service people ? 

Mr. Granicuer. Service people. 

Mr. Bonner. Living on the base or living out ¢ 

Mr. Granicuer. Retired. 

Mr. Bonner. Retired service people ? 

Mr. Granicner. Yes, sir. Now, I haven’t dates, but it is just a 
recollection of mine that it happened a few years ago when the price 


/ 


change took pli ice, 

Mr. Bonner. Approximately when was this? 

Mr. Granicuer. About 1950 and 1951 

Mr. Foucer. Ge tting back to this other part of the subject, I know 
I cannot document it at the present time, but I am sure we could easily 
get ple nty of eX: unples where the coffee is bei Ing sold at a considerab ly 
che: aper pr ice, 

Mr. Bonner. At the present time? 

Mr. Foucer. Yes, sir, at the present time. I would not say it was 
being sold below green coffee, but it was considerably below our 
mark-up. 

Mr. Bonner. Considerably below the cost of commercial products? 

Mr. Forcer. That is correct. 

Mr. Bonner. Will you get those figures and supply them to the 
subcommittee ¢ 

Mr. Foucer. I will endeavor to do so. I think we can pick them up 
through the sales forces, can we not ? 

Mr. Witson. I would think so. 

Mr. Bonner. Give your name and company. 


STATEMENT OF CAROLL WILSON, HILLS BROS. COFFEE, INC., 
SAN FRANCISCO, CALIF. 


Mr. Witson. Caroll Wilson, Hills Bros. Coffee, Inc. I was answer- 
ing Mr. Folger’s ie, 

Mr. Bonner. When anyone answers a question, give your name and 
identify yourselves so when we get back and read this record, we will 
know who you are. 


COVERN MENT ISSUE COFFEE COMPETES WITH COMMERCIAL COFFEE 


Mr. Witson. I was merely answering Mr. Folger’s question. I 
think we can get those figures. We all know in a general way that 
issue coffee—Government issue coffee—is sold at Army and Navy post 
exchanges to their personnel, and I presume that the civilian personnel 
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of the Army and Navy is allowed to trade in those places. I may be 
wrong, but according to hearsay, their friends, indirectly and other- 
wise, are permitted to obt: ain Government issue coffee at prices that are 
highly competitive to the brands of commere) ally produced coffee that 
are offered for sale at the same prices. I cannot give you facts and 
iwures now, but I can assist Mr. Folger in obtaining those figures. 

Mr. 3ONNER. We want the facts and we want to cite cases so we 
will have substantial ground to stand on. 

Mr. Wiison. We can work that up. 

Mr. Forcer. You can give us some information on this, can you not, 
Mr. Bransten, from your #xperience ¢ 


STATEMENT OF EDWARD BRANSTEN, M. J. B. CO., 
SAN FRANCISCO, CALIF. 


Mr. Bransten. I am Edward Bransten with the M. J. B. Co. Iwas 
with the Navy during the war and I was in charge of the coffee-roast- 
ing plant over at Oakland and also the one at Pearl Harbor. Those 
were my two tours of duty. 


SURVEY OF FACILITIES ON PACIFIC COAST 


I might say that I had one very interesting experience which bears 
on the subject, and that is, at the beginning of my tour of duty at 
Oakland, there was an attempt to expand the roasting facilities at 
that plant and that this attempt at that time was delayed, I think, by 
the War Production Board, unfil a survey could be made by the local 
command of existing surplus civilian roasting facilities on the Pacific 
coast. 

With the assistance of the Pacific Coast Coffee Association and my 
former colleagues in the coffee business, because I had been in the coffee 
business myself, I was asked to make such a survey. At that time, as 
indicated by Mr. Folger, as to the possibility of rationing of coffee— 
I do not recall to the exact extent that the civilians were rationed, but 
I think it was 75 percent or maybe lower, 65 percent of normal con- 
sumption I think at one time—the result of this survey which I made 
showed that on the Pacific coast at that time that there was ample 
surplus civilian roasting facilities, particularly in view of the fact 
that there was rationing. But without rationing, there were ample 
roasting facilities, because no roasting plant is operating at full capac- 
ity, if you consider “- it these coffee-roasting plants can put on a second 
or a third shift. So, the result of that survey was that at that time 
the Navy coffee senile plant at Oakland was not expanded. Now, 
what the situation is since that time or what the requirements of the 
armed services are at the present time, I am not in a position to know. 

I might be able to comment, if you care to, on the vacuum packing 
of coffee also, which is a very interesting subject. 

Mr. Bonner. Go ahead, sir. 

Mr. Bransten. I do not know whether it was in Mr. Aborn’s report 
or his letter—is it a report ? 





3 See pp. 294-295 indicating that sales of Navy roasted coffee for June and July 1952 
were 4 to 1 over sales of commercial coffee in Navy commissaries. On an annual pound 
basis it would be 1,673,466 to 431,678 
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Mr. Forger. It was a memo of a telephone conversation with Mr. 
Aborn after he had met with Admiral Ring. 

Mr. BRANSTI N, Mr. Aborn recommended that all issue coffee be put 
in 20 pound vacuum packed cans. I do not know whether he recom- 
mended it. but they were considering it. 

Mr. Curtis. The Munitions Board did recommend it to the other 
services. 


VACUUM-PACK PROVIDES BETTER COFFE! 


Mr. Branstren. Ieans ay fesgy orn rard to that: At very small addi 


tional expense to the sery . better coffee can be provided to all the 
men in the service by vacuum packing coffee in 20- pound cans, It 
s true that it costs slightly more than packing it in bags, but the 
~U0-poun cl can 1s sufficie ntly large so that the cost of such a can is not 


a great deal more than the coffee in a bag, and moreover, it is eco- 
nomical as to the amount of tin plate, because per pound there is 
much less tin plate used in a 20-pound can than there is in an ordinary 
l- or 2-pound can. It is my observation also that the distances that 
coffee is taken by the services and the time lag between the produc- 
tion of this coffee and its consumption is so great that the coffee 
should be given the protection of vacuum packing in order to furnish 
really eood coffee to the men in the se rvice, 

Mr. Bonner. You are in the industry at the present time? 

Mr. Bransren. Yes, s 

Mr. Bonner. You bed charge of a coffee-roasting plant when you 
were in service ¢ 

Mr. Bransren. Yes, sir 

Mr. Bonner. Does the armed services produce a finished coffee as 
economically as you can in private industry ? 

Mr. Bransren. Well, that is a difficult question. 

Mr. Bonner. Taking into consideration all the factors 

Mr. Bransren. As I said, that is a difficult question to answer. In 
my opinion—this is just an opinion, because I have no exact compari- 
son that I can think of now—the roasting facilities, or the method of 
operation at Oakland, for example, where there is a naval supply de- 
pot, was extremely efficient. It was very well conducted and very well 
run in a most economical manner. However, if I may say so, and I 
would say that there was no reflection on the service, because if it 
was, it would be a reflection on myself also because I had something 
to do with it—I think with regard to the use of labor and personnel 
and the method of operation that it was very efficiently run, but I do 
not think, if I may have the presumption to say so, that that is 
the point. I think the first point is as to whether it is needed, or 
whether expansion is needed. I am not saying whether the present 
plant facilities may not be needed, but whether expansion of this 
facility is needed and whether the civilian producers cannot do the 


job as well. 
DOES PRIVATE INDUSTRY WANT GOVERNMENT BUSINESS 


Mr. Bonner. It has been stated to this committee that private 
industry does not want this business. 
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Mr. Bransten. Well, now, at what time was that? 

Mr. Curtis. This morning. 

Mr. Branstren. I think the survey which I was asked to conduct by 
the Navy at that time indicated that private industry on the Pacific 
coast, at least, was ready and willing to do anything within its power 
to process green ¢ offee into roasted coffee for the services. And, I will 
go further and say, that there was one example right in San Francisco, 
to wit, Standard Brands, of whom we have a representative here 
today, that roasted coffee for the Army in a very efficient manner 
during a considerable period of the war. 


PRIVATE COMPANIES COULD MAKE MILITARY BLEND 


Mr. Bonner. The armed services _ their own specifications as 
to the blend of a th: it they use. Any priv: sie cote producer could 
take those spec ifications an d blend the coffee just as they blend it— 
take it and prepare it for use, could they not ¢ 

Mr. Bransren. Yes, sir; easily. 

Mr. Bonner. What is your opinion about the blend that the armed 
services use at the present time? 

Mr. Branstren. I do not know what the blend is now. sir. but I know 
that the blend that we used during my tour of duty was a very good 
blend; it would be a very good gener il average standard for civilian 
consumption throughout the United States. 

Mr. Bonner. I take it this group represents similar groups of 
coffee processors all over the United States. In other words, you have 
just as large a processing area her as there Wo ild be al \ Vv here else, 
is that right ? 

Mr. Branster. That is correct. 

Mr. Bonner. If all these plants were closed down, could private 
industry, without losing any time at all, i urnish the armed services 
with the type of coffee that they need today ? 

Mr. Branstren. The type coil | be furnis! as As to the quantity, I 
believe a survey could, or should, very rapidly be made, but I cannot 
Say as to the quantity, sir, I believe they could as to the type, yes. 


PRODUCERS NOT OPERATING AT FULL CAPACITY 


Mr. Bonner. The largest producer here in this area, does he only 
operate his mill on an 8-hour shift—just one 8-hour shift? 

Mr. Bransten. I cannot answer that. 

Mr. Bonner. Is it the custom to operate an ordinary coffee roasting 
mill 7 just 5 hours a d: Ly ¢ 

Mr. Bransten. | woul 1 rather that each of the p roducers spea ik for 
themselves, but I can answer for my own p lant. Ow plant operates 
on an 8-hour shift customarily. 

Mr. Bonner. Just one shift of 8 hours? 

Mr. Bransren. One shift of say from 8 to 10 hours and at the 
present time we are not operating on Saturdays either. 

Mr. Curtis. Is that a 40-hour week? 

Mr. Bransten. Approximately; slightly more in come departments ; 
maybe 45 or 48 hours. 
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GOVERNMENT ISSUE COFFEE 70 PERCENT SANTOS AND 30 PERCENT 
COLOMBIAN 


Mr. Curris. The armed services are using 70 percent Santos and 
30 percent Colombian, is that what they were using when you were 
with them ? 

Mr. Branstren. During the great difficulties of the war, the armed 
services were getting the best they could and getting everything that 
they could; they were operating under difficulties of shipping just as 
civilian industry was. I believe they had at least that good blend or 
better during the war. 


MILITARY USES ABOUT 57 PERCENT OF COFFEE IMPORTS 


Mr. Curtis. I am directing my attention to Mr. Bonner’s question. 
Inasmuch as the figures show that the milit: ary only takes about 5 
percent of the amount of coffee consumed in the country and the com- 
mercial industry is supplying the other 95 percent and with your 
plant running on a 40- to 48-hour week, it would be very easy for the 
industry to take over the additional 5 percent, would it not ¢ 

Mr. Bransren. Provided that the other plants in this area and in 
others, paralleling our experience—as I say, I do not know whether 
it is all right for me to speak for them. 

Mr. Curtis. I appreciate that, but I was putting it to you as a hypo- 
thetical question. 

Mr. Branstren. Yes, sir. 


COMMISSARY SALES PRICE 


Mr. Bonner. Back just a few moments ago you spoke of the com- 
missaries underselling. What is the price of coffee prepared by pri- 
vate industry compared to coffee prepared by the armed services in 
the commissaries today? What is the difference ¢ 

Mr. Forger. Selling price? I think about 10 cents. Isn’t that 
about right, Mr. Bransten ¢ 

Mr. Bransten. I do not remember. I cannot answer that question. 

Mr. Bonner. Is anyone in the industry familiar with that sort 
of thing? 

Mr. Fouger. I can get that information for you very quickly. 

Mr. Bonner. I would like to have that information as to a similar 
type or grade of coffee as near as possible. 


STATEMENT OF FRANK MERRIMAN, MILO COFFEE C0., 
SAN FRANCISCO, CALIF. 


Mr. Merriman. I am Frank Merriman, from the Milo Coffee Co. 
Last week the commissary at the Presidio was selling for 66 cents 
per pound in the paper bag. 

Mr. Curtis. I think that should go in the record: that is below the 
cost production of 71 cents. 

Mr. Foreer. Which commissary was that ? 

Mr. Merriman. Sixty-six cents in paper bags; retailing to the 
military personnel in the service. 
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Mr. Curtis. This is the estimate from January 1, 1951, to April 
1951, and that is for bag coffee ? 

Mr. Merrrman. In the paper bag for 66 cents. 

Mr. Curtis. We have no way of knowing what that figure would 
be as of that date, but on April 30, 1951, it would be 69.5. 

Mr. Bonner. It cost the services 69 cents to process it. 


GOVERN MENT SELLS AT PROHIBITIVE PRICE TO MEET COMPETITION 


Mr. Merriman. I might say further, I have known this practice to 
exist over a period of a long time. I do not know that it has always 
been that way, but I do over a period of many years know that that 
has been the practice of the Government to sell at a prohibitive price 
to meet the competition of the individual roaster. 

Mr. Bonner. You would say it was at a price less than the cost of 
processing and buying the coffee ¢ 

Mr. Merriman. At times it was a decided loss. 

Mr. Bonner. Under the best business methods- 

Mr. MerriMan (interposing). That is right exactly. Green coffee 
alone was costing them over 50 cents. Actually the Government GI 
blend is not as high quality as the leading coffee of the national brands. 

Mr. Bonner. What do you base that statement on? 

Mr. Forcer. I do not think—I may be all wrong on this—but it is 
my personal opinion that there is no top grade commercial seller that 
has a proportion of 70 percent Santos and 30 percent mild. Am I 
right on that, Bill? 

Mr. Bonner. You mean the trade recognizes the fact that the per- 
centage blend in Army coffee is below the standard commercial trade 
coffee—the top grade ¢ 

Mr. Fouerer. | think it is safe to say that. 

Mr. Courris. Below the top grade ? 

Mr. FOLGER. lt is not as good coffee as our well-known brands. I 
do not think it is a mistake to say that; I hope I am right; I had 
better be right. 

Mr. Curtis. What is the percentage in the recognized high type? 

Mr. Foreer. That is a similar question to the one which Mr. 
Bransten had. I do not know whether I could answer that or not. 

Mr. Curtis. Is that a trade secret that we are getting into? 

Mr. Forarr. Yes, sir; but I think you can safely assume that the 
percentage is much higher than about 70-30. 





STATEMENT OF CARLTON COREY, STANDARD BRANDS, INC., 
SAN FRANCISCO, CALIF. 


PRIVATE COMPANIES FURNISH COFFEE DURING WAR 


Mr. Corey. I am Carlton Corey, of Standards Brands, Ine. I just 
want to support Mr. Bransten’s case about expanding plant produc- 
tion from a 40-hour week to maybe 120-hour week. We had the 
private roasting contract with the Army from October 1941 to about 
1945, and at that time we went from 8 hours a day to 24 hours a day 
and from a 5- to a 7-day week. Also later on during the year we also 
increased the facilities of our Los Angeles and Seattle plants. So all 
three plants on the Pacific coast were engaged in roasting coffee for the 
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Army. So there was no question at that time that our people were 
not able to expand through the full usage of our existing coffee roast- 
ing plant facilities on the west coast. 

Mr. Curtis. Was it a satisfactory operation so far as you know? 

Mr. Corry. We found it was very satisfactory and we had no 
trouble. We got all the coffee we needed; the services supplied us 
with the green coffee and we roasted it and packed it for them. 

Mr. Curtis. After all, people are people, whether they are wearing 
a uniform or not and drinking coffee, as I understand it. If a million 
or two million of our people as civilians were drinking coffee and 
then put on a uniform and went to drinking coffee as military per- 
sonnel, I can’t understand how that would place a great burden on 
you and pose a great problem so far as supplying coffee is concerned. 

Mr. Corry. It should not at all. 

Mr. Curtis. There is one little answer, they drink more in the 
service, but essentially it is a fact that if you are taking personnel 
out of the civilian population, you have that much withdrawn from 
your normal market ? 


PEAKS IN PROCUREMENT 


Mr. Corry. There is a question of stockpiling there too. The mo- 
mentary impetus of a lot of orders was tremendous at times and there 
was that feature about it too, and at other times it would slow down 
to normal or subnormal volume, but they have tremendous peaks. 


COFFEE STOCKS 


Mr. Curtis. I wonder if we could get—this may be a trade secret 
too; we do not want to get into your trade secrets—but our com- 
mittee has found that the military is keeping on hand a 6-months’ 
supply of green coffee, although that figure does not seem to be true 
for this area, which is a 3 to 4 months’ supply, is that considerably 
beyond the normal practice of industry here as to the amount of green 
coffee stocks ? 

Mr. Forcer. That is a little hard to answer, but my guess would be 
it is considerably longer than most people carry in inventory. Three 
to four months is what most people carry. It mainly depends on the 
source of supply—where it comes from. 

Mr. Curtis. It is my understanding also that the green coffee keeps 
up to about 10 years. 

Mr. Forcer. I would not want to roast any up. I think for quality 
coffee anything over a year would be pretty old coffee. 

Mr. Curtis. Would it? 

Mr. Foraer. You can drink it all right. 

Mr. Curtis. I understood previously that the green coffee could be 
stored down in the countries where it is grown and in that way you do 
not have a tremendous supply problem, as long as they do have the 
warehousing down there. 

Mr. Foreer. The grower when he reaps his crop wants to get rid 
of it. He doesn’t want to store it, or anything like that. He wants 
to get it up here and consumed. I do not think that would be a very 
practical way of handling it. 

Mr. Bransten. I just want to add a few remarks with regard to 
the green coffee. From my observation, I do believe that the mili- 
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tary, from the observations that I have made in regard to stockpiling 
green coffee, they do need enormous quantities of it. It is true in the 
services, and particularly in the Navy, much more is consumed than 
by civilians. They do need stockpiling. Those are military matters. 
It does take some time to bring these coffees from the producing coun- 
tries and they do use great quantities. 

With regard to their blend, I might also say this, that although 
it might not be quite as good as private brands, when you consider the 
enormous quantity which they use, or have been using in the past, 
it must be realized that that means taking into consideration, at 
least, the proportion in production. By and Jarge their standard 
of green coffee 1s a very good one, and the gentlemen in the coffee 
industry are somewhat involved in that, because it is the duty of the 
National Coffee Association, and it has done it very well, to pass on 
the quality of this coffee to see that it conforms with the Government 
contracts. 


MILITARY BUYING MAY INDUCE INFLATION 


Mr. Bonner. Does the buying of the armed services inflate the 
coffee market ? 

Mr. BransteN. It is liable to; yes. 

Mr. Bonner. Has it? 

Mr. Bransren. I think at times it has, but perhaps that is unavoid- 
able. If you took any one entity that required the quantity of coffee 
that the Government needs in a market, I think any one entity 
that required those quantities of coffee, might have a tendency to 
make the coffee market advance. 

Mr. Curtis. On this storage of green coffee, I would like to read 
from this draft of the Munitions Board staff study prepared on May 
15, 1952, on page 11: 

Green coffee is classified as a nonperishable product and estimate of storage 
life extends to 10 years. Green coffee must be periodically fumigated to prevent 
or destroy mold or infestation. It loses some moisture during storage, but this 
does not have any material effect on its aroma or flavor after roasting. 

I would like to get the comment on that, and if that information 
which has been supplied us, is wrong, and it obviously is, in view of 
your statement if it was a year old, it would be questionable whether 
it would go into high quality coffee, and this should be corrected. 

Mr. Granicuer. So far as the quality deterioriating is concerned, 
it is largely a question of taste. Generally speaking, when coffee is 
a year or so old, it depreciates in value commercially. There are some 
people in the trade over the years who have paid premiums for old 
~— coffees for aged coffee. That just proves my point in stating it 

a question of taste. I have seen coffee 18 years of age, green coffee, 
which could be roasted and developed into a palatable drink, but it 
unquestionably deteriorated from the time it was produced. It dete- 
riorates very slowly, but undoubtedly coffee that is 3 or 4 or 5 years 
old is still commercially salable and would find use, although at a 
reduc ved market price from the same coffee which was, as we say, “new 
crop.” So, it is difficult to answer that question very definitely. You 

cannot tell chemically or mechanically how that coffee deteriorates. 
It j is a question of taste. You will find people who will buy it after it 
is a few years old and use it very readily, and on the other hand, there 
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are people in the trade who consider that commercially it has lost its 


value. 
Mr. 







Curtis. Thank you, sir. 









INDUSTRY INSPECTS FOR GOVERNMENT 













Mrs. Harpen. Am I correct in my understanding, that the com- 
mercial industry inspects the bean for the military operations? 

Mr. Forcer. Do you mean the National Coffee Association ? 

Mrs. Harpen. Yes. 

Mr. Foréer. I am not too familiar with the workings of the system, 
but as I understand it, the National Association accredits various 
experienced green men to do it. They test and cup and grade the 
coffee that is bought by the Government at the various ports ; of entr V; 
I believe here, New York, and New Orleans. The panel is available 
to the Government and the men that do the cupping have no connection 
with the coffee that is being tested. In other words, if Mr. Granicher, 
who is 2 green-coffee man, had a lot going to the Government, he would 
not be asked to grade it. You do not erade your own coffee ; someone 
else does that. 

Mr. Granicuer. I believe all of this is on file with the committee in 
the letter which Mr. Aborn addressed to the counsel and I think it 
might be repetitious, if we went over the method, because I believe it 
was described in detail. 

Mrs. Harpen. Pardon me, but we have many things that are repeti- 
tious in the record. 

Mr. Granicuer. I just mentioned this for the sake of saving time, 
perhaps, and also if two people cover the same thing, there may be some 
small discrepancy in detail. This was very well documented and I 
think it would be better if you w ant to ¢ ‘larify it in Mr. Aborn’s letter, 
if it were read at this time. (See San Francisco Exhibit 2B, p. 509.) 

Mr. Forcer. This is the paragraph covering the question: 


































Each time a lot of coffee is tendered for delivery, the contractor sends a 
sampling order to the association. Samples are then drawn by licensed expert 
samplers, acting for the National Coffee Association. Each lot of coffee is passed 
upon by a panel of three men, who are selected for this test by the regional 
member of the advisory committee. Each of the three men chosen is an out- 
standing expert in judging the quality of the particular growth which is to 
be inspected and tested. These men inspect and grade the coffees in the green 
bean and determine its exact grade and other characteristics, such as size of 
bean, color and solidity of bean. Samples are then roasted in our sample roaster 
and the beans are inspected for their roasting quality. The roasted beans are 
then ground and tested for cup quality. All coffees which do not conform fully 
to the United States Army contract specifications are rejected and the supplier 
is obliged to furnish other coffees which are suitable. This procedure definitely 
insures that no coffees of substandard quality are received at the military roast- 
ing plants. No grader or classifier ever serves on any test in which he, or 
his company, is either directly or indirectly interested in the coffee to be passed 
upon. 

Kither the United States Army or the contractor has the right to appeal the 
decision of the graders and classifiers. All such appeals must be submitted in 
writing to the regional representative of the United States Army Coffee Advisory 
Committee, setting forth in detail the specific point, or points, on which the 
appeal is based, Three other graders and classifiers are then selected and the 
points in dispute are submitted to the appeal graders and classifiers. 

This inspection and appeal system not only guarantees that the Army will 
at all times receive coffees which fully conform to the contract specifications 
hut it also guarantees eminently fair treatment to all suppliers. The fact that 
all suppliers know that their competitive bidders will not under any circum- 
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stances be allowed to deliver coffees which are poorer than the contract speci- 
fications has unquestionably resulted in more extensive bidding on the United 
States military requirements than would otherwise have been the case. 

Mrs. Harpen. Thank you. You have also answered the next ques- 
tion that I had, which was who determines the quality of the blend 
for the military "and you have answered that. 

Mr. GranicHer. Yes, ma’am, that is in there. 

Mrs. Harpen. Because I understood that the blend for the military 
was not as high as the top quality for commercial use; is that correct? 

Mr. GranicueEr. That is my personal opinion. 

Mrs. Harpen. I feel that the blend for the military should be the 
very best, that is, a top-quality blend. 

Mr. Granicuer. I think what Mr. Bransten meant to say 2 while 
ago was that they buy so much, and if the quality is too high, they 
cannot get the supplies; is that correct? That is why they are heavy 
on Santos, because there is more Brazilian coffee than any other type 
inthe world. Santos and Brazilian are the same thing. 


MILITARY SHOULD GO OUT OF BUSINESS 


Mr. Warp. I would like to ask a couple of questions. In view of 
your statement, Mr. Folger, would you recommend that the military 
replace their manufacturing facilities as they need replacing? 

Mr. Foteer. In other words, if the equipment at Oakland wears out, 
should they replace it ? 

Mr. Warp. Or, would you recommend that they phase out of 
business ¢ 

Mr. Forger. You are asking me my personal opinion ? 

Mr. Warp. Yes. 

Mr. Foueer. I think they ought to get out of business when they 
can do so. I think that applies to many other phases of our economy, 
too. 

Mr. Warp. Commercial-type activities? 

Mr. Foueer. Yes, sir. I do not say you can all of a sudden turn 
the key and throw it in the estuary over there. You have to work 
it out. 

Mr. Warp. As it wears out and needs replacing ? 

Mr. Foreer. If anyone disagrees with me, let me hear it [indicating 
other coffee-plant representatives]. 

Mr. Curtis. Let us get any disagreement on that if there is any. 

(There was none.) 

Mr. Warp. After coffee is roasted in the case of the whole bean, in 
what period of time should it be used before it deteriorates enough 
that it would be noticeable ? 

Mr. Forcer. Are you referring specifically to military coffee? 

Mr. Warp. I am speaking about the N Navy system in the past where 
they have roasted and put it in laminated-type bags—should that 
coffee be used in a few days? 

Mr. Forger. This is again a question of opinion. Is this whole 
bean or whole ground coffee ? 


Mr. Warp. Whole bean. 


25062—53——31 








474 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 





ROASTED GROUND COFFEE FIRST-CLASS IF USED IN 10 DAYS 

Mr. Foucer. It goes about 10 days, isn’t that about right, after 
being exposed to air? 

Mr. Warp. If they roasted it and packed it in bags and used 
within 10 days, it would still be first-class coffee ¢ 


Mr. Foucer. Yes, sir; first-class coffee. 
NEED FOR VACUUM PACKED QUESTIONED 


Mr. Warp. Would it not be better to do that in places in the conti- 
nental United States, or elsewhere where it can be used in 10 days, 
rather than paying from 214 to 2% cents more to put it in vacuum 
cans { 

Mr. Foucer. It takes an awfully good inventory control system 
to do that. 

Mr. Warp. Yes; but it would cost a couple of million dollars a year 
or more to carry out that recommendation of putting it in vacuum cans. 

Mr. Foucer. I do not think so. I think you have more waste—Carl, 
your company has been experimenting with that. 


WHOLE ROASTED COFFEE FIRST-CLASS FOR 3 WEEKS 


Mr. Corey. I think we allow coffee to remain in the field about 
10 days—that is, ground—and as far as whole-bean coffee is concerned, 
my own person: al opinion is, I think you could stretch it to 3 weeks. 

Mr. Warp. Would you recommend that they do that and get it 
out within the 10 days to 3 weeks, rather than vacuum packing it? 

Mr. Corey. It is a standard practice for a lot of commercial com- 
panies in the United States where proper distributing and _ stock- 
control systems are in effect. 

Mr. Warp. Those would be the limitations on doing that ? 

Mr. Corey. You have got to get the coffee there and use it so you will 
not run into poor coffee. 


GOOD INVENTORY CONTROL NEEDED 


Mr. Warp. Where they have a big camp with hundreds or thou- 
ands of boys, there isn’t much question of using it up if they handle 
it under proper inventory control? 


Mr. Corry. Yes, sir. 
COFFEE WASTED DURING WAR 


Mr. Foucer. I was stationed at Santa Barbara Air Station for a 
few months during the war and that was about as close as you could 
get to their plant and they shipped the coffee down there in burlap 
bags and that stuff would be around there for a couple of months and 
it was just a waste of money. 

I would like to state that is my position in the matter. 


NON-VACUUM COFFEE SHOULD NOT BE SENT OVERSEAS 
Mr. Bransten. I would like to add something to this question. 


The question was raised about comparing civilian top quality with 
the Government-issue coffee. It is true that vacuum packing costs 









































FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 475 


a little more, but if quality is a consideration and if the subcommittee 
considers that a man in the service has a right to quality, as well as 
the civilian, my personal opinion is that the vacuum packing of coffee 
is of paramount importance even if it is 2 or 3 weeks old. In my 
humble opinion you could destroy whatever care you gave to that 
quality—it would not make much difference what quality you used 
if it were put in a bag and I think it is going to take extreme ly careful 
inventory control. In fact, I would say it was almost impractic: — 
from my observation for that coffee to be consumed in the length of 
time that is recommended here. Certainly, even if it were conceded 
for continental United States, I personally do not think any coffee 
should ever go overseas, where the likelihood of turn-over is so much 
iess, that is not vacuum packed. 

Mr. Warp. Thank you. That is the reason the question is confined 
strictly to the continental United States where the transportation 
facilities are such as they are. 


NEED FOR INVENTORY CONTROL 


Mr. Corry. Of course, the primary basis on this usage of coffee 
within 10 days or so is to fer it roasted, packed, and shipped in 1 day. 
In other words, if you were going to roast it and pack it for 10 days 
before shipping and put it in transit for another 10 days, you have 
lost the whole system; that is the whole thing, and another factor is 
the inventory control. 

Mr. Curtis. If, for example, the mulitary were utilizing the civilian 
coffee industry that they would have access to here in the San Fran- 
cisco area—someone right there to supply it—and I think the same 
thing is true practically wherever you go in the United States, your 
distributive system is set up where they could get whatever savings 
could be derived from buying the coffee without it being vacuum 
packed. I think that isa fair statement, is it not ? 

I am as much concerned about the distributive system which you 
people have already set up in the zone of interior and the Armed 
Forces have to duplicate it because they only have about six or seven 
or eight coffee-roasting plants in the country, which brings about a 
transportation problem. Maybe I should ask this question: Do the 
individual companies have a similar transportation problem, or do 
you more or less confine yours to the markets immediately available 
to you? 


INDUSTRY AND MILITARY TRANSPORTATION PROBLEM SIMILAR 


Mr. Foraer. I think we have pe same transportation problem. In 
other words, we have to ship coffee from here to Seattle or Los Angeles. 
We use common carriers for those long hauls. It is not too difficult 
a problem. 

Mr. Curtis. Of course, I am thinking of the over-all picture. You 
see, we are interested in the problem of economics here. Say, the 
Navy has three roasting Ba and the Army maybe two, if we com- 
bined those, they would only have five in the country. I do not know 
how many coffee-roasting plants the industry has in the United 
States—1,200 and something, I believe it is—and I imagine the coffee 
industry pretty well utilizes their supplies or the m: inufactured prod- 
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uct from one particular roasting plant which would be sold to a large 
extent in the immediate vicinity of that plant, rather than by any 
long hauling ? 

Mr. Fotcer. That is correct; theoretically that is correct. 

Mr. Curtis. The theory, then, would be actually if you utilized the 
system already set up in the United States, commercially, for the zone 
of interior to supply our military forces, it ought to save considerably 
on transportation and distribution costs. That is the over-all picture, 
which of course no one person in your industry would know that 
answer, but someone who is cognizant of the whole problem would be 
able to compare what industry ‘could do in regard to what the military 
would be able to do with their limitations, speaking only now of the 
zone of interior. 

Mr. Foueer. Possibly so. 


ADEQUATE PROCUREMENT SYSTEM FOR COFFEE 


Mr. Warp. I wanted to follow through a bit on what would happen 
then if the Government plants were ph: ‘ased out; the *y would be forced 
to get suitable distribution from the facilities of industry. That is, 
something like the system the Veterans’ Administration uses. They 
have a contract calling for delivery within 48 hours after the coffee is 
roasted with delivery direct to their veterans hospitals and they are 
entirely satisfied with that system. There are some doubts in the sub- 
committee’s mind whether the Veterans’ Administration is getting 
exactly what it is paying for, because it is very difficult to inspect the 
roasted coffee. Do you have any suggestions on how that should be 
done or could be done, Mr. Folger ? 

Mr. Foueer. Any reputable company, or any successful company 
would be responsible for their own quality control. 


SCREENING SUPPLIES 


Mr. Warp. How would you screen those companies ? 

Mr. Foreer. With the industry; as a whole the industry is a very 
reputable industry. 

Mr. Warp. It is our understanding that efforts are made from time 
to time by irresponsible contractors to deliver cheap coffees and coffees 
that have a lot of impurities and dirt and one thing and another? 
Would you debar anyone who was guilty of that? How would you 
go about doing that? 

Mr. Forcer. I certainly would recommend that anyone that sup- 
plied subcontract coffee should be debarred from future bidding. It 
would not take very long to show up. If you process a bid lot of 
coffee, it will show up, provided you have expert people to cup the 
coffee as soon as it comes out. I do not think it would be too much 
of a problem to check the coffee when it is produced any more than 
the green grade. 


POSSIBLE PROCUREMENT SYSTEM FOR GOVERNMENT TO USE 


Mr. Warp. Would you, or your group, be so kind as to outline the 
system or steps you think could be employed to guarantee that the 
Government gets what it specifies with proper inspection of the 


product ? 
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Mr. Forcer. As a horseback opinion, I suppose first of all, the 
green coffee would be approved as it is now and the processor would 
process it. 

Mr. Warp. You would have the Government buy its own bean ? 

Mr. Forcer. That is the recommendation—you are getting a little 
ahead of ourselves here—the national association recommended a 
status quo as it is. 

Mr. Warp. But there are a number of agencies besides the mili- 
tary—Veterans’ Administration buys 5 million pounds a year, the 
Public Health Service and the Indian Service buy some and GSA buys 
about a million — annually. 

Mr. Forcer. I do not think those services check; they just assume 
the coffee is good. If it shows up bad in the field, they make a com- 
plaint. T here is no actual ¢ hecking at the plant; is that correct, Carl? 
You didn’t have a Government man there checking too? 

Mr. Corry. We used green coffee procured by the United States 
Government, and once in a while we were visited by a Government 
inspector, Mr. Fred Lauterwasser, and he would cup the coffee and 
verify roast control, and so forth; the color of the roast and grind was 
set up to conform with national standards and there wasn’t too much 
done to follow through on quality of domestic pack in the field ware- 
houses relative to staleness of the roast and ground coffee in 50-pound 
bags. 

Mr. Forcer. You could set it up if they wanted to without any great 
expense. The Government now has coffee experts in the plants they 
have now. They could use those same experts for Joule. checking 
the coffee. Ifthey went toa certain area and let a contract, the »y could 
send a man to that area, but bad coffee will show up fast enough; if 
you put it out inferior to what it is supposed to be, you will get plenty 
of complaints. 

Mr. Ropack. May I ask, Mr. Chairman, whether the representatives 
of the coffee industry here subscribe to Mr. Aborn’s position on the 
question of inspection and quality control. Mr. Aborn’s communica- 
tion to the subcommittee is to the effect that if the services were to 
buy coffee by competitive bidding, it would not be feasible to set up 
a quality control inspection and, therefore, makes a recommendation, 
and I quote: 

We believe that the present procedure of buying the coffees in the green bean 
and having them blended, roasted, ground and packaged in the plants of the 
United States Army and Navy is by far the soundest policy from the standpoint 
of at all times insuring a uniform standard of quality in the blend. 

There has been some testimony here, and I want the record to be cleared 
up, on the point that there would be preference that the services would 
withdraw from the coffee-roasting activities, and that is in conflict 
with the statement of the National Coffee Association. 

Mr. Forcer. That is true, but we got on this other subject when the 
chairman asked me what I thought about the question of the Govern- 
ment eventually getting out of not only the coffee business, but other 
businesses. We do subscribe to Mr. Aborn’s letter that the present 
system is generally sound, but we want to go further and say we do 
not wish to see the facilities of the Government to roast coffee 
expanded. 

Mr. Curtis. And renewed? 


Mr. Foréer. Yes, sir. 
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Mr. Rorackx. What about withdrawing ? 

(No answer.) 

Mr. Warp. What is the Government voing to do in the way of 
assuring that it gets what it needs when it needs it ? 

Mr. Foraer. In case of a national emergency ? 

Mr. Warp. No, I mean if the military should phase out their plants, 
then what kind of a system would be practicable ¢ 

Mr. Fouerr. I think more expert men than I would have to figure 
it out, but it does not seem to me that it would be too difficult for 
the industry to bid on it and supply it. 


VETERANS’ ADMINISTRATION SYSTEM 


Mr. Curris. Let me read from a letter from the Veterans’ Admin- 
istration and get your comments on what the »V do to see if you think 
this would be adequ: ite: 

Prior to release of each month’s delivery, a sample of the green coffee is taken 
from contractor’s roasting plant and is tested before shipments can be released. 
Upon receipt of coffee, samples are then taken from each contractor’s delivery 
at various Veterans’ Administration hospitals throughout the United States 
And additional samples are taken at any time a receiving installation feels that 
coffee delivered does not meet specifications. In every instance, samples are taken 
prior to shipment and after delivery to ascertain if coffee delivered meets bid 
samples, 

Do you think that should be adequate ? 

Mr. Forcer. I think that would be entirely adequate. Take, for 
example, any roaster when he buys his green coffee, he has to check 
to ane that he is getting what he contracted to buy and when we buy 
coffee on contract, we do not just blindly take it into the house; it is 
checked about four times before it even hits your loading docks. It is 
checked by the broker and the buyer. It isthe same problem you have 
there. 

Mr. Curtis. That is what we are trying to do, figure out the best 
system. 

I would like to make one other comment, if I might. In view of 
those of you who had experience during the war, there is only one thing 
that we must insist upon, and obviously so, and that is the milit: ry 
needs in the event of war or emergency be filled first. If the milits ary 
were phased out of this operation, we would then impose the burden 
on the industry, of course, of supplying the military ahead of everyone 
else, but we have had those priority systems in the past. 

Mr. Foreer. Yes, sir; that is common practice. 

Mr. Curtis. That should be no problem, should it ? 

Mr. Foucer. I should not think so. Just as the other things the 
military buys, they get first whack at it. 

Mr. Curtis. I just wanted to add that, because that is the reason 
some of the military who are responsible for the military operation say 
is one of the reasons they need to be in these commercial-type 
enterprises. 


NATIONAL COFFER ASSOCIATION'S RECOMMENDATIONS CONTRADICTORY 


Mr. Forerr. I think, as Mr. Aborn said in his letter, the industry 
would be ready, able, and willing to take care of this problem. 
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Mr. Warp. But he contradicts it a little bit in his paragraph—— 

Mr. Foucer (interposing). Yes, sir; it is a little ambiguous. 

Mr. Rorack. I submit the record is also ambiguous. It is hard to 
understand whether the gentlemen here subscribe to the statement that 
Mr. Aborn made, quoting, “It would be difficult to establish a satisfac- 
tory inspection system whereby all deliveries of roasted coffees could 
be proper ly tested.” He is refe rring to the situation where these cof- 
fees would be procured on a competitive bid basis from commercial 
sources. Do you subscribe to that statement / 

Mr. Foreer. I think—contradict me if I am misquoting—but the 
opinion of this group here is that the present method of buying the 
green coffee is satisfactory, but they do not want to see the plant facil- 
ities expanded, and I think in the distant future they would like to see 
the services out of the business. 

Mr. Curtis. Mr. Folger, is this your understanding: This present 
procedure of buying the green bean is all right; is that your interpre- 
tation ? 

Mr. Foreger. That is my personal interpretation of what the group 
thinks. 

DIFFICULTY IN QUALITY CONTROL 


Mr. Grantcuer. I would like to clear up one point, and that is the 
gentleman here read from the Veterans’ Administration requirements 
about taking samples—those samples are roasted coffee and roasted 
coffee deteriorates very quickly, as we have established here. You 
could have coffee that absolutely met the requirements rigidly in 
every respect, purchased by the Government and sent out to the va- 
rious stations, hospitals, camps, and so forth, throughout the country 
and if samples were drawn and sent to qualified experts, the coffee by 
that time is 2 to 3 weeks or a month old and it is stale. The quality of 
that coffee has deteriorated to such an extent that it is poor, but it 
is no reflection whatever on the supplier of that coffee originally. It 
has lost its value because of the fact it was not consumed within the 
proper time after it was roasted. Consequently, and I think everyone 
in the coffee industry here will agree with me, the only way you can 
adequately test coffee—I mean generally speaking for the quantity 
involved, the only way you can test it is in the green bean and the 
present system in the Government procurement of coffee has worked 
out exceptionally well. I think everyone in the coffee industry in the 
United States will agree to that. It has worked out very well. 

Mr. Curtis. While you are testifying, I refer you to the Veterans’ 
Administration, specification HHH-C-571, which states: 

The coffee shall be shipped within 48 hours from time of roasting and each 
container shall be tagged or otherwise marked to show date of roast and de- 


liveries may be made at hospitals within 5 days from time of roasting. 


Now, if that were followed and coupled with this other procedure, 
that would be all right ; would it not ? 

Mr. Granicuer. Could I also state that those specifications that you 
are reading have just been inaugurated within the last 6 months or 
so; that the method by which the Veterans’ Administration purchased 
and used coffee over the years was found unsatisfactory and it has 
altered them? These particular specifications that you read have not 
had the benefit of any experience or use at all. I cannot say how they 
will work out; but just to repeat, the method which the services are 
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using in procuring green coffee at the present time and the quality 
control of the deliveries has been excellent and I am sure everyone in 
the industry will agree to that. 


SUGGESTED METHOD 


Now, that is one phase of it. The next phase is the question of 
roasting it, packing it, and delivering it to the various stations. This 
is just my own personal opinion, arising as we are discussing it— 
how would it be if the Government continued to purchase green 
coffee and had it tested, as done at the present time, and then set 
up 20 or 25 or the number of zones required in the United States, 
and had it roasted at nearby plants where it was going to be used, 
by a commercial roaster on a bid basis for possibly 6 months or 
a year or whatever was found suitable? The Government could ship 
the green coffee to these particular sts ations and draw from it so that 
it would never be more than a day or two away from the roasting 
plant. In other words, the procurement of green coffee would con- 
tinue as it is at present, likewise the quality control, which has worked 
out so very, very well, and then the Government would still handle 
that green coffee, ship it to various destinations throughout the United 
States and then the coffee would be roasted under contract and shipped 
out to nearby camps, hospitals, stations, and so forth. 

Mr. Curtis. I appreciate your suggestion; that is what we are 
interested in. 

NEED FOR GOVERNMENT INSPECTORS 


Mr. Warp. In that case they would need to have inspectors at each 
plant; wouldn’t they ¢ 

Mr. Granicuer. They would be roasting their own coffee. They 
would have to determine themselves where their own coffee was 
roasted. I think the Army’s experience in that respect has been very 
highly successful, and from then on there is no further inspection 
needed, because the coffee has been purchased by the Government and 
has been inspected and determined to meet the quality specifications, 
following which it would go to the various parts of the United States 
and be held there until required, It could be held for a week, 6 months, 
S$ months, or whatever time required and then it could be roasted 
and packed in these laminated bags or a vacuum can or any other 
manner found acceptable. It seems to me that this time lag we 
speak of where this coffee gets stale could be very greatly reduced 
and you would meet all the requirements necessary. You would have 
your quality control and use of the roasting facilities throughout the 
United States and the assurance that the ultimate consumer of that 
coffee is going to get as good a cup of coffee as is possible to obtain 
under these circumstances, 

Mr. Curtis. Thank you. Mr. Ward has some figures on the price 
that the Veterans’ Administration has been paying under these new 
specifications. Could you read that in the record ? 


VETERANS’ ADMINISTRATION PRICES F. O. B. HOSPITAL COMPARED WITH 
MILITARY 


Mr. Warp. We were interested in this method, because this is a 
f. o. b. hospital price of 64.1 cents—that is in the eastern part of the 
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United States and I will supply the other for this area—but those 
prices delivered seem to be considerably cheaper than the military 
prices and it is fora higher grade coffee. This is 60 percent Colombian 
and 40 percent Santos, which makes one wonder if the militar y way of 
buying the bean is as good as it might be. 


GOVERNMENT DOES A GOOD JOB OF BUYING 


Mr. GRANIcHER. I am in a position to reply to that question. 

I am in the green importing business and we are selling every day 
to these gentlemen who are here with us today representing their 
various firms. They are all a pretty tough bunch of buyers. They 
buy competitively and green coffee is like any raw commodity in 
that alterations occur to market prices here and all over the world, 
hourly and daily, and we importers have got to be on our toes to sell 
any of these large firms who are represented by these gentlemen today. 
Therefore, on the face of it any of these high-grade coffees that we sell 
are absolutely on the market. The price you have quoted at which 
the Veterans’ Administration purchased coffee makes a determination, 
the result of which you can figure for yourself. There are certain 
facts which are self-evident. The coffee business is highly competi- 
tive, and the success of these roasting firms, doing a broad national 
and sectional business, indicates they are obtaining their green-coffee 
supplies at advantageous prices. At any time, a comparison between 
the Government and private buying reveals the favorable price base 
to the Government. Since 1942, the Government procurement and 
inspection program has been highly successful. As a citizen and 
knowing what I do about coffee, I can only hope that the Government 
procurement of other materials and supplies is equally economical and 
advantageous to the Government. 


GOVERNMENT SOLD COFFEE BACK TO INDUSTRY 


I also want to say that after 1946 when the Government had sur- 
plus coffee on hand, which, incidentally, brings up another point ; some 
of it was a year or a year and half old and they sold that coffee back 
into the industry very successfully. They paid 13, 14, and 15 cents 
for the coffee and they sold it back to the industry at 24, 25, and 26 
cents. I do not know of any other surplus material that the Govern- 
ment was able to sell at such a profit—practically 75 or 80 percent 
profit. The other point I want to make is some of that coffee was 
considerably over a year old and it was absorbed by the industry. 

Mr. Warp. Would you say then that the quality and quantity, tak- 
ing into consideration the price that the military pays for coffee, is 
comparable to industry? 

Mr. Granicuer. Very much so. As a matter of fact, when these 
bids come out, frequently for green coffee, the results are watched 
with interest and very often comment in the trade is how can these 
suppliers sell the coffee to the Government at the prices that they 
do? Sometimes it is caused because the Government does not want 
to take delivery of the coffee before several months and the contrac- 
tors hope that after they have put their low price in, they will be able 
to cover their commitments profitably. Sometimes they are not able 
to do it, but 1 would unquestionably state that over a period of time 
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the Government has bought its coffee pricewise to very good ad- 
vantage. 

Mr. Warp. Thank you very much; that is all I wanted to ask. 

Mr. Bonner. I want the record to show that the committee is de- 
lighted to have Mr. Havenner, Congressman from California, an able 
Representative in the House, present with us today. 

I want to thank you gentlemen for meeting with us here and for 
the contributions you have made to our efforts. 

This subject is just one of the thousands of subjects that confront 
the Government with respect to procurement and the manner of pro- 
curement, and we have simply picked this one out as a test, you might 
say, to see how to work with it. There are others just as complicated 
and just as involved and perplexing with respect to Government go- 
ing into commercial activities. 

Mr. Wiison. Mr. Chairman, before you close, could I add one 
thought ? 

Mr. Bonner. Go right ahead, Mr. Wilson. 

Mr. Witson. To amplify some questions asked a while ago about 
the distributive system that we have, I think we might say that the 
distribution system of the coffee companies in San Francisco, who 
have distribution avenues into the intermountain States and into the 
Middle West, is based on vacuum packing and not on bulk packing in 
bags. I do not believe there is any great amount of industry capacity 
available between the Pacific coast, not ibly San Francisco, between 
here and Kansas City and Omaha and jumping from there over to St. 
Louis and Chicago and then clear on across to the east coast and to 
the South depending on civilian industry to fill the gap, which we 
have done when it has been necessary rather than going after it in 
normal times, that fact should have some bearing in relation to your 
quality study and your consideration of vacuum packing. 


INDUSTRY HAS NOT COMPLAINED 


Mr. Kennepy. I should like to ask a question, Mr. Chairman, of 
the independent representatives here. Have any of the Pacific coast 
coffee producers and importers ever contacted the Army or Navy 
Departments to see if they might be able to get a contract at least for 
their marginal production within the last 3 years, and also, the second 
part of the question would be, have they ever made through corre- 
spondence any complaint with regard to the fact that the military 
services were engaged in or expanding their coffee roasting business? 

Mr. Forcer. I believe the answer is “No” to both of those questions. 

Mr. Wirson. I can only answer for onr company. We have not 
solicited Government business, but as Standard Brands did during the 
war (but not in the case of the Navy, because they had their own 
facilities), we roasted several million pounds of Government-owned 
coffee and we packed for them, both in 50-pound bags and 20-pound 
vacuum cans. They asked us to help them, and we did. 

Mr. Foreer. I can answer this as far as our own company is con- 
cerned, when we do get bids mailed to us by the Veterans’ Adminis- 
tration, or whoever it is, we bid on the invitation, but I do not know 
that we ever get any. 

Mr. Kennepy. Would it not be fair to say for the record, then, in 
view of the answer “No” to both of those queries, that the industry has 
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not solicited any contracts from the military services in coffee and they 
have made no complaints to the departments concerning their activities 
in the coffee-roasting field ¢ 

Mr. Forger. It could well be the reason that they have not done it 
is the reason they know they would not get any place with that. I do 
not believe any one person could answer that question for the in- 
dustry ; some individual companies might have written to the Army 
or Navy. 

Mr. Kennepy. I was only asking as to the representatives present. 


NO POINT IN BIDDING AGAINST GOVERNMENT COMPETITION 


My. Forcer. When you stop to think that we are here in San Fran- 
cisco and we know there is a plant out at Alameda cranking out coffee, 
we are not going to waste our breath trying to bid on it. 

Mr. Kennepy. Did you ever complain ? 

Mr. Foucer. Well, we have so many other things to complain about, 
I guess not. . 

Mr. Kennepy. The time to complain at least was when you note 
facilities being expanded. That is very true especially when an in- 
dustry professes interest in making available its marginal capacity 
only. 

Mr. Bonner. Mr. Wilson, how many plants does your company 
have ¢ 

Mr. Witson. Two; one in San Francisco and one in New Jersey. 

Mr. Bonner. How many plants does Standard Brands have! 

Mr. Corry. We have one at San Francisco, Dallas, Birmingham, 
Hoboken, and Chicago at the present time. 


GOVERNMENT SHOULD BE CAREFUL ABOUT ABANDONING PLANTS 


Mr. Bransten. I would like to add one thing more. I was going 
to say this: There were two points brought up here together. One, 
the expansion of existing Government facilities and then also it was 
mentioned, the abandonment of present Government facilities. I 
want to just comment on that with regard to this and that is the 
Navy and the Army have assets in roasting facilities right now which 
are not difficult to maintain. Before they were abandoned, or if any 
consideration was being given to abandoning them, I should think 
it would be prudent “p the part of the Government to survey civilian 
roasting facilities. I do not think it would be very difficult to make 
such a survey and I think it would be valuable knowledge for the 
Government to have right now in the case of a future emergency. 

Mr. Bonner. Thank you, sir. 

Mr. Bonner. Mr. Havenner, do you have any questions you would 
like to ask? 

Mr. Havenner. Thank you very much, Mr. Chairman. I do not at 
this time. 

Mr. Bonner. That concludes the hearings. 

(Thereupon, the subcommittee adjourned at 4:30 p. m.) 

(San Francisco Exhibits 1-4 follow :) 
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San Francisco Exutsrr 1 
[| COMMITTEE PRINT] 


BRIEFINGS ON 
SUPPLY RELATIONSHIPS BETWEEN GSA 
AND THE DEPARTMENT OF DEFENSE 


Friday, August 8, 1952 
HOuSE OF REPRESENTATIVES, 
INTERGOVERN MENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE EXECUTIVE DEPARTMENTS,’ * 
Washington, D. C. 

The subcommittee staff met at 10:30 a. m., in room 1015, New House Office 
Building, pursuant to notice by Thomas A. Kennedy, general counsel. 

Present. Thomas A. Kennedy, general counsel; Ray Ward, staff member ; 
Herbert Rotback, staff member. 

Also present: Nathan Brodsky, Assistant Vice Chairman, Munitions Board, 
OSD; Commander Carl A. Raymond, Jr., Munitions Board, OSD; Russell Forbes, 
Deputy Administrator, GSA; J. Hervey Macomber, Jr., associate general counsel, 
GSA; Robert T. Daly, Assistant Director, P. and S. Division, Federal Supply 
Service; Lt. Col. Thomas L. McKnight, Munitions Board, OSD; R. T. Davis, Di- 
rector of Legislative and Liaison Division, General Counsel’s Office, GSA. 

Mr. KENNEDY. The purpose of this conference is to obtain briefings for the 
subcommittee members with regard to the handling of common administrative 
items by GSA in California and the proposed test which is being studied and 
initiated. 

It was felt by Mr. Forbes and Admiral Ring that the vast amount of informa- 
tion that would be forthcoming on this subject would be better served in 
Washington than in the field. For the convenience of the members and the 
record we are presented the spokesmen of these agencies this morning. 

I think it would be well to call on Ray Ward first for a little background. 
He has had experience in this field, and we may as well start off with a member of 
the subcommittee staff. 

Mr. Warp. We want to make a little background material for the members, 
so I thought I would review the history of the legislation and action taken to date 
very briefly. I can give the reporter the documents in order to make the brief- 
ings complete. 

In the development of Public Law 152 in title II, section 201, on property 
management there was quite a struggle to find out how the civilian agencies 
would work with the military agencies in the common fields. There were 
dozens of revisions of that language trying to come to an understanding between 
the GSA and the military. We tried to split on the basis of technical supplies 
versus common items. Technical military supplies to be handled by the military. 
Some thought the term “combatant supplies’ would be better. Then we tried 
to use tactical and military supplies, and other variations. But there is no 
fixed definition. There is no fixed definition within which you can stay because 
conditions change. 

So finally a proviso was put in section 201 (a), and I am going to insert section 

201 (a) entirely and read the proviso: 
“Provided, That the Secretary of Defense may from time to time, and unless the 
President shall otherwise direct, exempt the National Military Establishment 
from action taken or which may be taken by the Administrator under clauses 
(1), (2), (8), and (4) above whenever he determines such exemption to be in 
the best interests of the national security.” 

When the President signed the act, Public Law 152, he sent a letter dated 
July 1, 1949, to the Secretary of Defense, the Administrator of GSA, and to the 
Director of the Bureau of the Budget, directing those agencies to get together 
and to try to work out diligently and amicably the relationships between them 
in this common field. That letter formed the basis for what is now known as 
the area of understanding program. 





1 Name changed to Committee on Government Operations July 4, 1952. 
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Pursuant to that, the three parties involved issued a statement which was 
signed by Secretary Johnson, Administrator Larson, and Director of the Budget 
Bureau, Frank Pace, a general policy statement. I am sure you are familiar 
with it. I will give a copy to the reporter so it will be in the record. That laid 
down the general plan of action to implement this section. 

(Sec. 201-A, title II, Public Law 152, and the general policy statement referred 
to are as follows:) 


“TirLeE [I—PRoPERTY MANAGEMENT 
“PROCUREMENT, WAREHOUSING, AND RELATED ACTIVITIES 


“Sec, 201 (a) The Administrator shall, in respect of executive agencies, and 
to the extent that he determines that so doing is advantageous to the Govern- 
ment in terms of economy, efficiency, or service, and with due regard to the pro- 
gram activities of the agencies concerned. 

“(1) prescribe policies and methods of procurement and supply of per- 
sonal property and nonpersonal services, including related functions such 
as contracting, inspection, storage, issue, property identification and classi- 
fication, transportation and traffic management, management of public util- 
ity services, and repairing and converting; and 

“(2) operate, and, after consultation with the executive agencies affected, 
consolidate, take over, or arrange for the operation by any executive agency 
of warehouses, supply centers, repair shops, fuel yards, and other similar 
facilities ; and 

“(3) procure and supply personal property and nonpersonal services for 
the use of executive agencies in the proper discharge of their responsibili- 
ties, and perform functions related to procurement and supply such as 
those mentioned above in subparagraph (1): Provided, That contracts for 
publie utility services may be made for periods not exceeding ten years; and 

“(4) with respect to transportation and other public utility services for 
the use of executive agencies, represent such agencies in negotiations with 
carriers and other public utilities and in proceedings involving carriers 
or other public utilities before Federal and State regulatory bodies; 

Provided, That the Secretary of Defense may from time to time, und unless the 
President shall otherwise direct, exempt the National Military Establishment 
from action taken or which may be taken by the Administrator under clauses 
(1), (2), (8), and (4) above whenever he determines such exemption to be in 
the best interests of national security.” 


“GENERAL PoLicy STATEMENT ON DEVELOPMENT OF AREAS OF UNDERSTANDING Be- 
TWEEN GENERAL SERVICES ADMINISTRATION AND DEPARTMENT OF DEFENSE PuR- 
SUANT TO PuBLic LAw 152, E1ie@Hty-First ConGREss 


“The President’s memorandum of July 1, 1949, to the Secretary of Defense, 
Administrator of General Services, and the Director of the Bureau of the Budget, 
directed that areas of understanding be developed between the General Services 
Administration and the Department of Defense with respect to the application 
of the Federal Property and Administrative Services Act of 1949 (Public Law 152, 
Sist Cong.). Considerable progress has been made in certain areas. Completion 
of the task will be expedited by acceptance of basic principles. 

“It is a necessary part of our national defense to keep appropriations within 
bounds. Our economy requires it, the President and the Congress rightfully 
expect it consistent with the fulfillment of primary missions. The preservation 
of our nonrenewable resources from unnecessary exploitation in our time will 
mean that future generations may also have the substance of defense. 

“Modern war is total war involving all agencies and segments of our economy— 
farmers, factory workers, professional groups, as well as the traditional military 
forces. Within the Government, many, if not all, civilian agencies have wartime 
functions, and a careful planning and providing for their needs is essential to a 
consideration of the whole problem. 

“The accomplishment of this task requires detailed examination of many areas 
of effort and assignment of tasks to both military and nonmilitary agencies. 
While it is recognized that the great bulk of military procurement in both peace- 
time and wartime will continue to be handled by the military departments them- 
selves, nevertheless there are certain procurement areas and other areas of effort, 
such as certain parts of surplus property disposal, real property management, 
traffic management, ete., where it will be important during peace and war for the 
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military departments to continue to depend upon the General Services Adminis- 
tration. Because effective military supply planning covers both current peace- 
time operations and wartime functions, it appears essential that if sound planning 
is to be done the military departments must have assurance that the General 
Services Administration will continue in existence in wartime and will be pro- 
tected against undue inroads by selective service. To develop areas of under- 
standing for peacetime use only would greatly complicate the problem. 

“In a war economy, especially, each item should be considered as being a scarce 
item. Transportation, storage, manpower, and other scarce components are 
involved in producing items which may be fabricated from abundant basic mate- 
rials. We are a ‘have not’ nation with respect to some materials and are fast 
reaching that status with respect to some once-abundant materials. 

“All agency requirements in peace and in war should be coordinated so as to 
constitute a minimum impact upon the Nation’s economy. 

“The military and nonmilitary supply systems must be coordinated at both the 
policy and operation levels so that the constituent agencies will not compete 
against each other for their requirements thus creating artificial scarcities and 
inflationary prices. This objective can best be attained by considering all phases 
of Federal Government supply as a part of an over-all supply management con- 
cept, rather than by isolating the segments and making each the object of special 
administrative or statutory attention. To accomplish this end there will be re- 
quired wholehearted cooperation between the military and the civilian agencies. 

“Every effort will be made by the undersigned to expedite the development of 
areas of understanding within the framework of the above policies. 


“LOUIS JOHNSON, 
“Secretary of Defense. 
“January 12, 1950. 
“Jess LARSEN, 
“Administrator, General Services. 
“January 11, 1950. 
“FRANK PACE, Jr., 
“Director, Bureau of the Budget.” 
“January 10, 1950.” 


Mr. WArp. The area of understanding committee laid out a list of things to be 
done, and I would suggest that Mr. Forbes can supply that better than I can 
when I get through. It included such common functions as cataloging, traffic 
management, and all the common supply functions that go across the board in 
both civilian and military agencies. 

When the Bonner subcommittee first began studying Federal supply manage- 
ment in the Atlanta and in the New York regions, they raised questions as to 
why the military services weren’t using GSA to a greater extent. There were 
two standard answers that came out; one, the GSA was in no position to furnish 
requirements and, secondly, that the military could buy more cheaply. Upon 
being asked if they were giving their requirements to GSA so GSA could be pre- 
pared, the answer was “No.” 

The committee realized, of course, the GSA didn’t have the warehouses, the 
revolving funds, and the facilities to do a complete job, and the matter would 
have to be pursued step by step. The first report of the committee, No. 658, had 
a specific recommendation about greater utilization of GSA’s facilities. The 
recommendations in that report then formed the basis for hearings with Secre- 
tary Lovett and Secretary Alexander and Secretary Gilpatric and Director Small 
and others. 

Secretary Lovett endorsed the idea, and in his directive of July 17, 1951, which 
occurs on page 6 in this booklet on Federal Supply Management, put in section 5 
(d), which says that “the Munitions Board, in conjunction with the Military De- 
partment, shall immediately initiate the actions required to insure that (1) 
common administrative supplies and equipment are purchased by the GSA to the 
maximum extent practicable; (2) requirements for such items are accurately 
determined and furnished to the GSA sufficiently in advance to permit that agency 
to do planned and intelligent buying and stocking.” 

The other witnesses for the military commented on that and were, of course, 
in agreement with the policies of the Secretary of Defense. 

It was found by the members of the area committee that it is very difficult to 
get some of these actions completed because of bottlenecks, mostly, I would say, 
in the Department of Defense, because the Chairman of the Board hasn't the 
authority to make them effective—couldn’t push them through. 
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I am sure that Admiral Ring has been in agreement with the objectives of the 
program but has been up against an impossible situation. 

We are hopeful in the committee that the new Munitions Board charter of 
July 29, 1952, gives the Chairman the power of decision on matters coming within 
the purview of the Board and which also enlarges its scope of responsibilities and 
will enable a lot of bottlenecks to be broken so there will be much greater progress 
in this entire program in the future. 

One of the phases of the program that came up was in connection with the use 
of GSA’s facilities in the west-coast region, and the group was aware of the fact 
that GSA was obtaining a new depot of considerable size in the San Francisco 
area. That would be a good place to make a test case, something like the medical 
test that is also going on at Alameda. 

That is about where we are, Mr. Kennedy. These are the people who have been 
working for weeks and months trying to implement what seems to be a very 
simple thing, but it is in reality a very complex thing when you really get into 
the innards of it and start to work. 

That is all I have to say. 

If Mr. Forbes would give a list of those projects, I think it would be helpful 
to have them in the record. 

(The letter dated July 1, 1949, issued by President Truman, above referred 
to, is as follows:) 


THE WHITE Howse, 
Washington, July 1, 1949 
To: The Director of the Bureau of the Budget. 
The Secretary of Defense. 
The Administrator of General Services. 


By virtue of the authority vested in me by section 205 (a) of the act entitled 

*: An act to simplify the procurement, utilization, and disposal of Government 
property, to reorganize certain agencies of the Government, and for other pur- 
poses,” approved June 30, 1949 (the Federal Property and Administrative Services 
Act of 1949), it is hereby directed that 

1. Pending determinations made in the course of the studies hereinafter di- 
rected to be instituted, the several departments and agencies constituting the 
National Military Establishment shall continue to procure through the Adminis- 
trator of General Services such supplies, materials, equipment, and other per- 
sonal property, and have performed by the Administrator such related functions 
of the types specified in section 201 (a) (1) of the Federal Property and Admin- 
istrative Services Act of 1949 as were customarily procured or performed for 
the department and agencies of the National Military Establishment by the 
Bureau of Federal Supply prior to the taking effect of said act. Until further 
order of the President, the Secretary of Defense shall not, without the prior 
approval of the President, issue any order or directive exempting the National 
Military Establishment in accordance with the proviso in section 201 (a) of the 
Federal Property and Administrative Services Act of 1949, from action taken or 
to be taken by the Administrator of General Services under said section. 

2. The Administrator of General Services, the Secretary of Defense, and the Di- 
rector of the Bureau of the Budget (1) shall forthwith undertake, and diligently 
pursue, studies aimed at developing areas of understanding with respect to the 
extent to which the National Military Establishment should be exempt from the 
jurisdiction of the Administrator under sections 201 and 206 of the Federal 
Property and Administrative Services Act of 1949, and (2) shall present any 
appropriate recommendations to the President. 

Harry S. TRUMAN, 


(Directive dated July 29, 1952, issued by the Department of Defense, re 
Munitions Board Charter, is as follows:) 


[29 July 1952, Number 5126.5] 
DEPARTMENT OF DEFENSE DIRECTIVE 
Subject: Munitions Board Charter. 


I, AUTHORITY AND PURPOSE 


This directive is issued pursuant to the authority vested in the Secretary 
of Defense by the National Security Act of 1947, as amended, in order more fully 
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to define the authority and duties of the Munitions Board (hereinafter called the 
“Board”’), established by Section 213 of said Act, and to define the relationships 
of the Board with the military departments and other agencies of the Depart- 
ment of Defense, and and more fully to define the authority and duties of the 
Chairman of the Board. 


Il. DIRECTIVES RESCINDED 


The directive of 3 November 1949 entitled “Munitions Board Charter,” as 
amended by the directive dated 13 September 1950, is hereby rescinded. All other 
directives of the Secretary of Defense addressed to or relating to the Board or 
its Chairman shall remain in effect until specifically modified or rescinded 
by the Secretary of Defense. 


Ill. MEMBERSHIP 


The Board shall be composed of a civilian Chairman, appointed by the Presi- 
dent, who shall be the head thereof, and an Under or Assistant Secretary from 
each of the military departments to be designated by the Secretary of each 
departmnet. The Secretary of each of the military departments shall also desig- 
nate an alternate who shall be an Under Secretary or an Assistant Secretary of 
the department, and who, in the absence of his principal, shall act in his stead 
with powers of his principal. The Chairman, with the approval of the Secretary 
of Defense, may designate a Vice Chairman, who shall, in the absence or dis- 
ability of the Chairman, act for and exercise the powers of the Chairman. In 
the absence of the duly appointed Chairman and Vice Chairman, the Secretary 
of Defense will designate a Board member to act as Chairman. 


IV. AUTHORITY 


A. Authority of the Chairman 


1. The Chairman of the Board shall be the head thereof and shall, subject to 
the authority of the Secretary of Defense, have the power of decision upon all 
matters falling within the jurisdiction of the Board. He shall be the principal 
advisor and assistant to the Secretary of Defense in supply management and 
industrial matters. 

2. The Chairman of the Board is further authorized to: 

a. Take action on any matters which, because of the exigencies of time, do not 
permit formal Board action. 

b. Perform all detailed actions necessary to discharge the Board’s duties. 

c. Perform all duties which have been or may be assigned specifically to the 
Chairman individually by the Secretary of Defense. 

d. Perform, without being relieved of his responsibility therefor, any of his 
duties through or with the aid of such members or officials of the Board as the 
Chairman may designate. 

e. Establish, in accordance with policies prescribed by the Secretary of De- 
fense, such continuing or temporary committees, councils, or agencies as may be 
necessary to conduct studies, assemble information, make recommendations, and 
otherwise assist in the carrying out of the responsibilities of the Board under 
his authority, direction, and control. 

f. Issue directives in the name of the Board or in the name of the Secretary 
of Defense as may be appropriate. 

g. Prepare, with the advice and assistance of the staff, policies, plans, and 
programs for presentation to the Board. 

h. Represent or arrange for representation of the Department of Defense 
before and with other governmental departments and agencies on all matters 
for which the Board or the Chairman has responsibilities under the provisions 
of this directive. 

i. Make appropriate recommendations to the Secretary of Defense for im- 
provement in supply management and industrial matters. 


B, Authority of the Board 


Within its jurisdiction, as defined in the National Security Act of 1947, as 
amended, and as further defined in this directive, or as may be further directed 
by the Secretary of Defense, the Board shall be the principal agency of the 
Secretary of Defense responsible for performing the duties set forth in Sec- 
tion V below. 
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C. Appeal from decisions 

With respect to any decision by the Chairman on a matter within the jurisdic- 
tion of the Board with which any other member does not agree, any such dis- 
senting member may initiate, for submission by the Secretary of the depart- 
ment represented by the member in question, an appeal therefrom to the Secre- 
tary of Defense. Prior notification of any such action shall be given to the 
Chairman and other members of the Board. 


Vv. DUTIES OF THE BOARD 


Subject to the authority and direction of the Secretary of Defense, and in sup- 
port of strategic and logistic plans, and in consonance with strategic and logistic 
guidance provided by the Joint Chiefs of Staff, the Board shall: 

1. Perform those duties prescribed in Section 213 (c) of the National Security 
Act of 1947, as amended (subject, however, to the Secretary of Defense memo- 
randum of April 13, 1951, addressed to the Secretaries of the military depart- 
ments and others transferring to the Assistant Secretary (Manpower & Per- 
sonnel) those functions of the Munitions Board which relate to manpower, in- 
dustrial relations, and labor supply) ; the Strategic and Critical Materials Stock 
Piling Act (Public Law 520, 79th Congress); the National Industrial Reserve 
Act of 1948 (Public Law 883, 80th Congress) ; and any other applicable statute. 

2. Establish Department of Defense policies, plans, and programs in the 
broad fields of production, procurement, distribution, real property, and con- 
struction. 

3. Insure effective implementation of Department of Defense policies, plans, 
and programs established by the Board, and take all action necessary or appro- 
priate to insure that the procedures, methods, and practices of the military de- 
partments are in compliance therewith. 

4. Perform such other duties as have been or may from time to time be pre- 
scribed by law or by the Secretary of Defense. 


VI. ADMINISTRATION 


1. The Secretary of Defense will provide the Chairman with such personnel, 
facilities, and other administrative services as he from time to time determines 
are required by the Chairman for the performance of the Chairman’s and the 
Board’s duties. Military personnel acceptable to the Chairman of the Board 
shall be provided by each of the three military departments in accordance with 
the needs of the Chairman as approved by the Secretary of Defense. Military 
personnel so assigned to the Board shall, during their tours of duty with the 
Board, be responsible to the Chairman of the Board rather than to their own 
department with respect to performance of duty, and their efficiency ratings 
shall be determined by him. 

2. Subject to the general approval of the Secretary of Defense, the internal 
organization and staffing of the Board and its rules of procedure shall be as pre- 
scribed by the Chairman of the Board. The staff of the Board shall be respon- 
sible to and shall function under the direction of the Chairman. 

3. The Chairman shall keep the Board currently advised of the actions of the 
Chairman and the staff. 

4. The Board shall meet at the call of the Chairman, or at such times as it 
may fix, and the presence of three members, or their duly designated alternates, 
shall constitute a quorum, 


VII. RELATIONSHIPS 


1. The Chairman and the Board are each authorized to obtain whatever 
information may be required from, and to communicate directly and expedi- 
tiously with, other agencies of the Secretary of Defense and the military depart- 
ments and appropriate subdivisions thereof concerning any matter within its 
jurisdiction and in which there exists a mutual interest or responsibility, keeping 
the Secretaries of the military departments appropriately informed. 

2. The Chairman of the Board shall coordinate its efforts with all agencies 
within and outside the Department of Defense which have a mutual interest or 
responsibility with respect to any of its programs, and will determine what 
formal concurrences, if any, are required. 

Rospert A. Lovett, 
Secretary of Defense. 


25062—53——_32 
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Mr. Fortes. The area of understanding committee operating under the letter 
from the President, which Mr. Ward mentioned, first got out, as he said, a gen- 
eral statement of policy. It next formalized an agreement in cataloging, fol- 
lowed one on communications and utilities. The third was on traffic manage- 
ment, and the fourth and final one of the formal area of understanding docu- 
ments was with respect to standard specifications, packaging, and inspection. 

Those four agreements were signed by the Director of the Bureau of the 
Budget, the Administrator of General Services, and by either the Secretary of 
Defense or his designated representative, the Chairman of the Munitions Board. 

I might say that those four were found to be the easiest of accomplishment, 
although I do not want to give the impression that they were easy, either. 

In each case it was a protracted series of discussions, conferences, and so on, 
always with the Army, Navy, and Air Force as separate departments objecting 
to anything which would bring about any degree of uniformity in proceeding or 
a change in any of their long-established methods. 

We then undertook to do some things which I think need to be done in the 
field of purchasing and storing. That has been a series of regulations and pro- 
cedures which we have worked out cooperatively with the Munitions Board and 
in which they have had continued difficulty in getting agreement from the serv- 
ices, bureaus, and commands of the three military services. 

In that field we found considerable opposition in anything that we attempted 
to do, because any move that is made or any change that is made establishes a 
new way of doing business, upsets established manuals of procedure and also 
strikes at the vested interest of perhaps 50,000 people who are on the payroll and 
who are engaged in procurement or distribution. 

There is also a legal hitch which, in my opinion, should be cleared up by the 
Congress at the earliest opportunity, with respect to the statutory basis for what 
we are trving to do. 

In Public Law 152 there was an exemption for the Secretary of the Army, the 
Secretary of the Navy, and the Secretary of the Air Force, implied or expressed, 
with respect to Public Law 415 of the Eightieth Congress; in other words, the 
Armed Services Procurement Act. Also we all Know that the National Security 
Act of 1947 and the amendment to the National Security Act were both silent 
on the relationship between the Armed Services Procurement Act and the Na- 
tional Security Act. Therefore in this field of procurement and distribution, 
the Army, the Navy and the Air Force have some basis for opposition to any 
move we try to make. 

Also, as Mr. Ward pointed out, the Chairman of the Munitions Board, although 
delegated as the representative of the Secretary of Defense in this field, lacked 
the authority to make decisions at meetings of the Board and it was a question 
of protracted efforts, meeting after meeting, at which some attempt at an agree- 
ment would be reached. In a number of cases agreement was eventually reached, 
although compromises were necessary as we went along. 

Another great obstacle to progress has been the fact that in the military serv- 
ices procurement and supply are considered as being two different categories, 
while in the civilian agencies in our concept they are a part of a unified personal 
property management system. In the Department of Defense and its constituent 
services, procurement is considered to be a matter which is susceptible to civilian 
control and administration and procurement means the determining of the speci- 
fications to be used, the getting of bids, the awarding of contracts, the inspection 
and the execution of the contract until delivery is made. 

Once delivery is made to a camp, post or station or to a depot, it then becomes 
a matter of supply, and in the supply field the final decisions are for the most 
part made by the Chiefs of Staff of the separate departments and the Joint 
Chiefs of Staff as a group. 

So when you come to distribution, which is the subject we are discussing this 
morning, we always have overriding the Joint Chiefs of Staff as a hazard to 
do anything drastic or different. 

I also, as an individual, think that the Congress should deeply and seriously 
consider some change both in the National Security Act and perhaps in our own 
Federal Property and Administrative Services Act which will make unmistakable 
the fact that personal property management means the handling of commodities 
from the initiation of the requirement until the disposal of that item as surplus 
or excess, 

That is all I have to say. 

(Discussion off the record). 
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Mr. Warp. Perhaps Mr. Brodsky wishes to make some comments as the 
Munitions Board representative. 

Mr. BRopsky. At the moment I am not prepared to make any detailed comment 
about the way the areas of understanding group has worked nor about any 
required changes that may be necessary legislatively or otherwise. I think 
that the Munitions Board would be very pleased to make such a statement avail- 
able for the record, if you desire. 

It was my understanding that we were going to discuss a project which the 
Bonner committee was going out to investigate in the field. As I recall, we had 
suggested to the committee staff that it might be more appropriate to get the 
details of that project here in Washington since the project is still in its 
planning stage, rather than for us in effect to mislead the committee by think- 
ing they might be able to see the project actually in operation in San Francisco, 

I might say in broad terms that we are aware of the limitations that have 
been imposed upon the Munitions Board staff and the Defense Department in 
the areas of procurement, distribution, and supply in general, and it hasn’t been 
a simple matter to solve these problems. 

I think one of the things that has stood in the way of resolution of many of 
the problem areas which have been discussed here already this morning has been 
the lack of facts. You really can feel one way, you can believe one way, but 
when you are dealing with a business organization which is as big as the Federal 
Government is in its supply operations, you have to have facts. 

Likewise, I think that the civilian side of the house has to indicate that it 
has the absorptive capacity to take on additional functions, to continue supply 
support; that again is a mutual problem. 

The military has a mutual responsibility in turn for making available its 
requirements and cooperating in any efforts of that sort. 

I believe that eventually we will arrive at a Federal supply system which 
will encompass military and civilian supply operations in those areas in which 
there is mutuality of interest. I think we have to clearly and factually define 
the areas in which there is mutality of interest. We are striving toward that, 
but certainly haven’t accomplished that. 

As a whole, I think the military and civilian agencies have been moving, al- 
though perhaps not as quickly as some would like, toward trying to resolve their 
common problems. It is true that unclear legislative intent has not only 
hampered the areas of understanding, but actually in some measure has hampered 
the operations within the Defense Department. 

I think the Secretary of Defense in testifying before the Bonner committee 
acknowledged that that was so. 

We in the Defense Department right now who are working in this area are 
quite optimistic—optimistic for two reasons. In the first place, as has already 
been stated here, the Chairman of the Board has gotten the power oi decision. 
This power of decision doesn’t mean that it is something which will be used un- 
compromisingly nor capriciously. Rather it means that the Chairman will be 
in a position to cut off endless dispute and to see to it that decisions are ar- 
rived at. 

We admit that in a large measure the capacity to arrive at decisions has been 
lacking in the past. 

The other aspect which is encouraging is that fact that section 638 of the 
Appropriations Act has provided for the necessity of integration of the supply 
system by regulations issued by the Secretary of Defense. Such regulations 
have been drafted and must be issued prior to September 8. I feel confident that 
those regulations will be a milestone toward integration and the attainment of 
econonly within the military supply system. 

I think there are two basic problems involved in our discussions. One is: 
What do we do to improve and integrate the current military supply operation? 
The second is: How do we tie in the military supply operations with the civilian 
agencies’ supply operations? 

I think that we are moving ahead in both of those areas, although I am certain 
that people can point to many areas of deficiency. 

Despite obstacles, despite the endless debate, we have made substantial gains 
in attaining efficiency and in attaining economy. 

It is true that oittimes publicity glamorizes the errors at the sake of over- 
looking the advances that are made. That is not intended to belittle the errors, 
It is rather an appeal to those who understand what is involved in the supply 
operation to be thoughtful and to recognize the fact that none of these things 
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are accomplished overnight, that none of the answers are clearly apparent and 
that it requires a lot of work and study to arrive at the answers. 

We are engaged in a study at the moment which befuddles us. I know the 
cominittee is very much interested in it. It is a study of coffee roasting. There 
are certain unexplained factors, it appears to us, which require answers. We 
have not yet been able to attain the answers, and I know that some people will 
probably be impatient because the study has not gone out. I think that you 
people will agree that we would be foolhardy to issue any study of that sort or any 
study that relates to the areas under consideration here unless we have had the 
opportunity to explore the field and be certain that the answers we come up with 
are realistic and not based on conjecture but on fact. 

I think that many of the things which Mr. Forbes and Mr. Ward have pointed 
out with respect to the areas of understanding agreement and the length of time 
that it has taken to reach conclusions can be substantiated by the evidence. 

On the other hand, I submit for your consideration the fact that until GSA, 
for instance, is in a position to confront the military departments with specific 
facts: What is this going to cost?. How is the Government as a whole going to 
save on this? How is it going to affect the military support? What relationship 
is it going to have to overseas supply? Until answers of that sort are obtained, 
I think that we will have difficulty. That is why I am so encouraged by this 
project which Commander Raymond and Mr. Daly have undertaken for the 
Defense Department and GSA on a mutual basis, because this is a fact-searching 
project, something which, as far as I can recall, we have not had in the past. 

We are looking for statistics. What we are looking for are the items we are 
talking about? What are statistics which relate to these items? What are the 
probable impacts if GSA should assume responsibility for the procurement and 
distribution of these items? It is only after we have ascertained the facts that 
we who are in a policy-making position can, with clear conscience, say that the 
conclusions, the recommendations arrived at are sound, that we are willing to 
stand behind them, that we feel that the Government as a whole will benefit and 
at the same time that the military departments will be assured the continuity 
and type of supply that they require. 

So in summarization, then, I think the progress has not been fast. I think 
that there is not one particular set of circumstances but rather a combination 
of circumstances which have impeded the flow of progress. I think that the 
project which Mr. Daly will outline for you this morning will indicate the type 
of activity that is required in order to make sure that we can move ahead soundly. 

That is all I have to say. 

Mr. Day. The purpose of my presentation this morning is to acquaint you 
gentlemen with the joint Department of Defense-GSA distribution survey of cer- 
tain civilian-type common-use items which is being carried on by Commander 
Raymond and myself under the direction of the area of understanding working 
group, 

Like other similar projects which have been discussed this morning, this stems 
from the provisions of Public Law 152 and the President’s letter of July 1, 1949, 
which provided for the development of areas of understanding between the De- 
partment of Defense and GSA. 

In practice studies of this sort are undertaken at the direction of the area of 
understanding working group, which, as you gentlemen know, consists of Admiral 
Ring, of the Munitions Board, Mr. Forbes, Deputy Administrator of GSA, and 
Mr. Ward, representing the Bureau of the Budget. 

This particular project deals with civilian-type items which are now under 
centralized inventory control and presently distributed through the various mili- 
tary depot systems as distinguished from those items which military installations 
are authorized to procure locally. 

During the early part of this year the area of understanding working group 
turned its attention to the centralized control of depot-type items and they ori- 
ginally directed that a project outline be prepared by a survey team which con- 
templated an on-the-spot survey in the San Francisco area. After the planning 
team had an opportunity to make a general estimate of the situation a recom- 


mendation was made that the scope of the survey be extended to include total 
world-wide support rather than limiting this just to the San Francisco area, and 
that the portion of the statistical data compiled that would be applicable to Sau 
Francisco be broken out of the totals. 

It was also recommended that the survey be made at Washington rather than 
at the field level because of the availabliity of information at the various head- 
quarters here in Washington and at the national stock-control points, 
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These recommendations were presented to the area of understanding working 
group and approved by them. The project was modified accordingly and the 
project team was then given the following as their mission : 

To develop facts and statistical data concerning distribution supply support 
of military services of the Department of Defense and Federal Supply of GSA 
in regard to common-use civilian-type items ; 

To present factual problems and impacts expected in the event it should be 
determined feasible for the Federal Supply Service to assume distribution supply 
support for the military services of the DOD for civilian-type common-use items. 

About April 1 of this year the Munitions Board-GSA team started actual work, 
and we called in technical representatives from each of the military services and 
the Federal Supply Service to assist us. As soon as we had an opportunity to 
really get our teeth into the problem, we found that to carry it out successfully 
we would have to break it into six phases. I would like to read those phases and 
explain each phase very briefly, and we will go back later in this presentation 
to discuss in greater detail each of the phases. 

If you will refer to tabulation A before you, you will see that the first phase 
was the selection of items. Our problem there was to select the right type of 
item, select a sufficient number of items to give us a representative sample, and 
at the same time keep the number of items within the limit of which these items 
could be handled properly in the course of this study. 

The second phase was the actual gathering of statistical data from all services 
concerned in this survey. 

Phase 3 was the analysis of these statistics. 

Phase 4 was a description of each of the military distribution sytems and of 
the Federal Supply Service distribution system, because there are some similari- 
ties, but there are a great many differences between these systems, and to prop- 
erly understand and carry out this project all concerned must be acquainted with 
the present systems. 

The fifth phase—probably the most important phase—concerns itself with the 
problems and impacts expected in the event GSA should assume distribution 
supply responsibility for the military for these items. 

The sixth phase will be a complete staff report giving all statistical data, re- 
porting all facts gathered, a report as to the evaluation of these facts and any 
conclusions which can be drawn from them. 

Phase 1, which concerned itself with the selection of items, at first thought 
was expected to be relatively simple. That turned out to be a rather difficult 
phase and we made one or two false starts. 

I would like to call your attention to tabulation B before you where we have 
listed by item name, by class, the items included in this survey. 

In selecting these items we attempted to pick items which can be related to 
military strength, and which have important logistical significance. In the selec- 
tion we made no attempt to follow a formal definition of a common-use item but 
tried to select items which by their very characteristics could be recognized as a 
common-use item as you and I understand them. 

I want to emphasize again that these items are only items that are now in the 
depot systems of the military and are under strict centralized stock control. 

We decided to use the January 1952 catalog of the Federal Supply system as 
the basis for the selection of the items. 

Referring to tabulation B, we selected 8 items of paper towels, certainly a 
common-use item, 4 items of toilet paper, 2 items of dishwashing compound, 
8 items of toilet soap, 8 items of paper clips, 6 items of blotting paper, 7 items of 
computing-machine paper, 25 items of mimeograph paper, 13 items of manifold 
paper, and so on down the list. 

We also attempted to get a representative cross section of the types of items 
that would represent bulk and require handling, require warehouse space, so 
we would be able to explore all elements of this general problem. 

I would like to also mention that the items in this list are the type of items 
that are consumed by field forces and are consumed by naval forces afloat. 

I would like to have you refer now to the large sheets which we have indi- 
cated as tabulation C. 

After these items were selected and properly identified by the Federal Supply 
Service stock number and the Federal Supply Service item description, the lists 
were turned over to the military department representatives with instructions 
to go to their records to find out what items they have in their depot stocks that 
match this list of Federal Supply Service items, to tell us what items they had 
in their stock which were similar or could be used as a substitute for these 
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items, also to make this all-inclusive, to tell us what items they had that were 
not identical, that were not similar, to the point where they could be substituted, 
but would fall under the general-item name. 

For example, we might have an 814 by 10 size mimeographed paper of a certain 
weight. The military services or a military service may not have any item 
fitting that exact description or any item which could be substituted for it, but 
if they had some other item of mimeographed paper, that would be included as 
an alternate. 

Following that general line of approach, we started originally with 128 items 
selected from the Federal Supply Service stock. Early in the game we dropped 
4 items we had originally included. Those four items were four items of heads 
for paper-fastening machines. They turned out to be so inconsequential that 
we dropped them. 

Using these 124 items as a base, the military services representatives went 
back to their headquarters or stock-control points and carefully examined their 
specifications and their stocks, and came up with a list of identicals and 
alternates, 

I ask that you refer to tabulation D, which is immediately behind the tabula- 
tion C sheets, and you will see that the Army had 26 items which were identical, 
38 which were alternates. The Navy had 38 identicals, 58 alternates. The Ma- 
rines had 28 identicals and 11 alternates. The Air had 22 identicals and 22 
alternates. 

At first glance that would appear to be a rather easy task, to select a group 
of items and say to the services, “You go, and find the items that match this list.” 
But we spent endless man-hours just trying to match these items because we ran 
into the difficulties which had existed for years and with which you gentlemen 
are quite familiar. That is, we do not have the same stock cataloging numbers. 
Our descriptions differ in some cases, yet mean the same thing. Nevertheless, 
after a great deal of pick-and-shovel work, we came up with matching items for 
this list. 

Referring to tabulation C again, gentlemen, you will see that there is a com- 
plete tabulation for each service, for the Marines, the Navy, the Army and 
the Air. 

We now have a list showing their identicals and alternates, and I would like 
to point out that these are still working papers that we are dealing with. This 
project is not complete. We have to make some minor changes on this. We are 
still working with it. 

After the selection of items was completed, our next task was to decide what 
sort of statistics were required to tell GSA what the potential workload would 
be, to give the military an opportunity to compare its volume and its workload 
with GSA, and for many other purposes. 

So after very thoughtful consideration of the problem and after discussion 
with the technicians and experts of the military services, we decided to compile 
the statistics in accordance with the formats which are shown in the papers be- 
fore you as tabulation E and tabulation F. 

I think that you can disregard tabulation F because it is identical to E, and 
merely covers the statistics broken out from the totals which represent the vol- 
ume in the San Francisco area. 

In the compilation of these statistics we decided we must start with the base 
stock number, which was a Federal Supply Service stock number. Alongside 
of that we would show the service stock number, that is the Army, the Navy, 
the Marine, or the Air stock number, indicating the items which match that par- 
ticular FSS number and identifying those items as being either alternates or 
identicals. 

The next column was unit of issue. That is very important to supply people. 
It varies considerably between FSS and the military services, and the military 
services, in some cases they do not have the same unit of issue among themselves. 

Item 4 was the number of units issued for consumption during the base period 
July 1 to December 81, 1951, which is the period we decided to cover in this study 
because statistical data was readily available for this period. 

Column 5 was the dollar value of these services. Of course, that factor is 
important to GSA, also to the military, because we must know whether we have 
funds available to finance an undertaking of this size. 

Column 6 is the next. That is the unit cube of these various items according 
to the standard pack. That is a figure we can use in developing the warehouse 
space required, et cetera. 
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Column 7, total tonnage of shipments in and out, in terms of short tons, was 
very important, in my mind, to GSA for this reason. In our supply practices 
we are dealing with a more or less static consuming population. When we buy 
material we generally ship it into a warehouse, hold it there, and ship it out 
again—one-time handling. Of course, there are occasional instances where we 
are required to ship stock between warehouses. 

The military has a somewhat different problem due to their shifting popula- 
tion, where they may have to move materials more than we do. They may have 
to rotate stock reserves, et cetera, and we had to know in GSA what the ton- 
nage was in their in-and-out shipments so we would have some idea as to the 
workload impact if we should take over that problem. 

Column 8 is self-explanatory. That is the quantities on hand and on order 
as of December 31, 1951. 

The statistics in that colunin have to be used very cautiously because it could 
be that at that time the stock levels of any particular service, including the 
Federal Supply Service, may have been below their normal point. 

The due-ins may have also been below the normal point because of some 
economic condition in the country and the inability of procurement people to 
buy all of the particular item required at the time. 

But we felt that with these statistics we would be able to continue the project. 

The next phase of the project required that after each military service had 
compiled these statistics and furnished them to the project team, we had to 
sit down and go through it to correlate all of the statistics against GSA items. 

We ran into several problems there. For example, in paper towels, GSA 
considers that it has two separate items for the same paper towel because of 
different units of issue. In some cases we issue the paper towel by the carton 
under one item number and we issue it by the package under a different number. 
So when we attempted to pull these statistics together for purposes of com- 
parison and ran into a situation like that, we treated that item as a single item, 
and where possible FSS converted its unit of issue to that of the military. For 
example, in toilet tissue our unit of issue is by the carton, whereas the military 
issues it by the roll. 

We therefore compiled the statistics by the roll in order to arrive at a common 
figure. 

After these statistics were correlated so the FSS issues, tonnage, dollar volume 
of issues, and so forth, could be compared with the data submitted by the services 
they were returned to each of the military services with instructions to look at 
this statistical picture, and compare it in terms of ratios and percentages with 
their own. Commander Raymond and myself took the total DOD figures and 
compared them with the GSA figures, so that we could get general ideas as to 
ratios and percentages. 

in that phase of the problem I would like to make it clear that this was not 
intended as a formal statistical analysis, but was merely for the purpose of 
highlighting these pertinent facts so they could be considered later in this survey. 

After the completion of the analysis of the statistics, we had each of the 
military services and the Federal Supply Service draw up a description of their 
distribution systems insofar as they pertained to items of this class. We had 
them prepare maps showing the distribution depots, and we have that informa- 
tion so that it can be used in a later phase when we consider the differences of 
these systems and what they mean in the problem. 

There is one outstanding difference, for example, that will have to be given 
consideration. All of the military depot systems operate under a strict central- 
ized stock control. They can say at one point what shall be done, and they 
can tell you at one point where their stocks are. The Federal Supply Service 
operates on a regional basis, and while we exercise some control through policy 
direction and technical guidance, we do not have the elaborate mechanism of a 
centralized stock control. 

That is a rather fundamental and important difference. 

Jumping to phase 5, which covers the problems and impact expected in the 
event GSA assumes distribution supply, the problems which we think will arise 
in connection with the change from the four present military distribution systems 
to that of the Federal Supply Service are many, and they will range from admini- 
Strative problems, such as the processing of documents, to policy matters of 
more or less vital concern, such as the exercising of responsibility for the coordi- 
nation of supply plans for the several military services. 

This phase of the project has been given most serious consideration by the 
project group, and I would like to mention a few of the major headings in our 
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outline for this particular phase in an effort to illustrate the many possible 
ramifications of the problem. 

First and outstanding, of course, is the ability of GSA to assume supply 
support, to supply the right thing in the right quantity at the right place at the 
right time. That includes such things as the availability of warehouse space, 
the availability of personnel, the type of organization needed to do the job, and 
So on, 

The second is a most important one to the military services. This topic in our 
outline covers planning or program control to meet the logistic needs resulting 
from strategic and tactical plans of the military. The military as they are 
presently set up have their supply system tied in to their planning and program 
operations. 

Another important problem will be material control. That is stock and sup- 
ply control in order to provide maximum use of available stocks. What are 
the problems there? How are we to solve these problems so we can keep a 
finger on these stocks and know how to apportion them in order to get the 
maximum use from them? Another topic of great interest to the military, of 
course, is the matter of supply discipline. I will have to ask my teammate, 
Commander Raymond, to speak on this point later, but, as I understand it, it is 
carried out through editing of requisitions, and other controls, in the military 
Services, 

The problem of document administration presents many troublesome details 
because of different methods of funding, different methods of accounting for 
property, and so on. 

The matter of reports necessary to the military sounds relatively simple, but 
that is rather a broad subject because the military have been operating with 
a well-organized reporting system, as I understand it, which FSS or GSA may 
have to duplicate to a certain extent if we assume supply responsibility. 

In our last general heading we have included the economics of operation or 
increased efficiency and included such subheadings as the elimination of waste, 
the relief of work in military departments, efficiency of operation, and possible 
solution of problems in other functional areas such as in the procurement field. 

As we progressed in this project we felt that the statistics we were gathering 
and the knowledge we were gaining of each other’s problems would certainly 
be of great value in other fields, particularly the procurement field. 

As I explained briefly, this project was confined to distribution and not 
procurement, but the facts that we have gathered here may be of great value 
to the procurement people. 

As to the timing, we expect and hope by working every day for the next 2 
weeks to have the final report in shape toward the end of August. In the 
final report we tentatively propose to prepare it as follows: It will first have 
a foreward explaining the objectives of the survey and identifying the survey 
people who participated. It will have an introduction containing a background 
of the survey with a brief explanation of the plan followed and a breakdown 
of the staff report. There will be a brief explanation of what was involved 
in the selection of items. There will be a brief explanation of what was in- 
volved in the compilation of the statistics. There will be a brief explanation 
of what was involved in the analysis of the statistics. There will be an ex- 
planation and a description of the present supply distribution systems of the 
several services, and there will be an explanation of what was involved and 
what we found with regard to the impacts and problems. There will be a 
section devoted to the evaluation of these facts, a discussion of the salient 
points and of the facts as revealed by the survey. That will be followed by 
conclusions and such recommendations as we consider appropriate. 

I feel that I speak for my teammate in this, that we realized our responsibilities 
in this matter very early in the game and reached the conclusion that we must 
remain objective throughout this survey, must guard against arriving at any 
premature conclusion before the final report was in and signed, because, as 
you develop these facts and as they unfold, you find that your mind changes 
because one fact offsets another. So I think I can speak for Commander 
Raymond at this time and say that neither of us have drawn any conclusions 
whatsoever with regard to the outcome of this project. 

Our instructions from the area of understanding working group were that 
we must deal with facts and facts alone. So until the report is in and delivered 
to those who have the power of decision, we are unable at this time to tell 
you or indicate in any way what the final result will be. 
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I would like to ask Commander Raymond to fill in in case I have not 
emphasized any particular point or overlooked anything. 

Commander RAYMOND. Well, frankly, I must say that Mr. Daly has given 
a very complete briefing. 

As you probably conjectured, he and I collaborated in developing the outline 
which has previously been given in a briefing form to the Supply Management 
Advisory Council, to the area of understanding working group, and now today 
to this group here. 

I have nothing further to add to what Mr. Daly has said, because I think he 
has given a complete statement of the problem, and a complete explanation of 
how we have attacked the problem. I must say he has done a 4.0 job. 

I presume that possibly you have certain questions of details that you perhaps 
would like to ask either one of us concerning the various phases of the project. 
With that I will invite questions. 

Mr. Forses. I would like to ask one question either of Mr. Daly or Commander 
Raymond. 

In this list of 124 items which you selected for the study, you have 25 items 
of mimeograph paper, for example. 

Mr. DALY. Yes, sir. 

Mr. Forses. Does that represent all of the varieties, types, sizes, grades of 
mimeograph paper used by the military and civilian agencies, or is it only a 
selection of the total? 

Mr. Davy. We started, Mr. Forbes, with the 25 items of mimeograph paper 
that the Federal Supply Services presently stocks. 

I think I will have to ask Commander Raymond to answer the question as to 
whether the reports for the military would include all mimeograph paper that 
they use. I believe they would, because the alternates would certuinly cover 
that, would they not? 

Commander RayMonp. All items of mimeograph paper are included in this 
survey from the standpoint of all four military services, Army, Navy, Marine 
Corps, and Air Force. 

One of the criteria we established in the selection of items was that changing 
a distribution supply system meant that you could not give just a few items 
in an item-name category, but that you must give the complete total. Therefore, 
I can assure you that every single item of mimeograph paper which is in the 
distribution supply system has been included in this survey. 

Mr. Forses. Does that hold true for the other items? 

Commander Raymonp. It does. It does not include any items which are 
handled through local purchase actions and it does not include any items 
which, although presently in the system, have become obsolete and obsolescent, 
and are on their way out of the distribution supply system. It includes only 
current live stocks. 

Mr. Day. In order to clarify that point, I would like to state that we already 
have an agreement of record whereby the military services look to the Federal 
Supply Service of General Services Administration for the local procurement-type 
items under certain criteria set up under a previous area of understanding agree- 
ment. So actually when we speak of mimeograph paper, we cover all depot 
items of mimegraph papers in this survey, and having the previous agreement 
for the local procurement-type items, I would say that we had an approach to 
all mimeograph paper, which, incidentally, is a very large item in both the 
civilian and military establishments. 

Mr. KENNEDY. How long have you been working now on this study project? 

Commander RAYMOND. We have been working on this project since the 13th 
of March when this project was presented to Mr. Daly and myself by the area 
of understanding working group. 

Mr. KENNEDY. 1952? 

Commander RAYMOND. 1952, yes. The work involving all representatives 
from the military services and the Federal Supply Service did not commence 
until April 1. 

Mr. KENNEDY. You hope to have a report available to your superiors by the 
end of this month? 

Jommander RAYMOND. By the end of August or immediately after Labor Day. 

Mr. Kennepy. How many persons have worked on this project with you? 

Commander Raymonp. Mr. Daly and myself are the project leaders. We have 
representatives, that is, three representatives, from the Federal Supply Service 
who have entered into the direct participation. This does not include people 
who have done clerical details under their supervision. 
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There have been three from the Army, two from the Navy, and two from the 
Marine Corps, and three from the Air Force. 

Mr. Kennepy. As I understand this study, this is the groundwork before any 
possible tests could be undertaken. 

Commander Raymonp. That is correct. 

Mr. KenNepy. At this point you are in no position to state to the committee 
whether or not a test should be undertaken. That would be the recommendation 
which would be contained in the report that you will file before Labor Day? 

Commander RAYMOND. Following Mr. Daly’s comment that we have not evalu- 
ated all of the appendixes, we have not prepared the report, and we are in no 
position to give any conclusions or any recommendations. 

I conjecture that we probably will come up with some conclusion and recom- 
mendation. Whether those will answer your particular question specifically or 
not, I cannot at this time tell you. 

Frankly, in controlling this project it has been the responsibility of Mr. Daly 
and myself to prevent any conjecture or any anticipation, because we felt we 
had to attack the problem step by step logically, and we could not jump ahead 
of ourselves or we would cause a lot of grief and get into hot water 

if [may make an analogy, it is like desiring to go from a first floor to a second 

floor of a new house. You cannot get there until you have constructed the steps 

from the bottom up. 

Mr. KeNNEpy. Assuming for the moment that what you say is true, your pro- 
ject study was initiated either to decide that administrative items could be 
handled in the fashion that we have discussed this morning or not. If so, either 
a test will show it or it will not show it. This study looks like a test itself. 

Commander RayMOnD. We have two objectives. The first objective was to 
develop facts and statistical data concerning the distribution supply support 
within the Department of Defense, the four military services, and General Serv- 
ices Administration in regard to the so-called common-use items. We feel we 
have done that. 

The second objective was to present the factual problems and impacts expected 

. in the event it should be determined feasible for the General Services Administra- 
tion to assume distribution supply support for these particular common-use items. 

I do not wish to indicate that I am evading any direct answer to the question, 
but those are the two objectives. I think we are going to meet those two 
objectives. It is possible that evaluation may disclose certain things that at this 
time I could not give you. 

Mr. Kennepy. If your report is filed in September, and it assumes that a test 
is necessary, then no possible results coming from an experiment could be avail- 
able to the two agencies—the DOD and the GSA—before late next year? 

Commander Raymonp. That is correct. I would like to indicate again, as Mr. 
Daly pointed out to you, that actually this is a very complex problem. To my 
knowledge this is the first time, in relationships between General Services Ad- 
ministration and DOD, that we have actually dug into a problem and have 
obtained facts. And we are proceeding on facts, rather than generalities. 

Obviously, before you can make any decision as to what you should or should 
not do, you must have facts behind you. We feel that these are the facts that 
will be compiled and will be presented. They will form the basis then to make 
a decision rather than a decision based on generalities. 

Mr. Kennepy. With regard to San Francisco, what is the degree of knowledge 
that they have of your project study at that level? 

Mr. Dary. I will answer that question. 

Commander RayMonp. It is obvious you cannot start the test until you know 
what you are getting into. It will take a little while to complete that test. 

Mr. Dary. It depends upon the length of time of the test there. It is a diffi- 
cult question to answer at this time. 

Commander Raymonp. I would say that the answer to your question was 
“ves,” that it would be sometime next July, possibly, providing a test was 
started in the immediate future. 

Mr. Kennepy. What is the tie-in here? For instance, the committee is going 
out to San Francisco. We will meet representatives of the DOD there and pos- 
siblv General Services Administration at the regional level. 

What is the degree of information that we will be able to tie in out there 
with what you are doing? 

Commander RAYMOND. We have compiled statistics against these items se- 
lected both from a world-wide aspect and from the San Francisco Federal Supply 
Service center. In other words, the total military world-wide statistics have 
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been given, and then we have broken out from that total the proportion of the 
military statistics which, in the event of assumption of supply responsibility 
by the Federal Supply Service, would be supported by the San Francisco supply 
center. 

Mr. KeENNEpY. What was the purpose, may I ask, having it at San Francisco? 

Mr. DAty. I will be in a better position to answer that when you are through. 

Commander RayMonp. This project originally started as a test in the San 
Francisco area—not a test, but a survey. Some people picked up the idea of 
a test. , 

Immediately, from the standpoint of Mr. Daly and myself and others who 
were closest to this problem, we felt that was the wrong approach, and we wanted 
to try to get it away from the local working level where it would have been 
an almost unsurmountable task to accomplish, and where it would have impeded 
progress so far as developing the data is concerned; and, secondly, we felt that 
we should not proceed on any assumption until we knew the total impact, be- 
cause obviously if you start a test for just a local area it means that you 
have brought into existence a duplicate supply system which, without question, 
s costly. 

Frankly, if I may make one opinion here, I personally feel that if anything 
is done it should be done across the board rather than only in a portion. That 
is just a broad opinion, and I would. have to expound on the qualifications. 
Certain service activities, such as a recruiting office or an inspector of ma- 
terial, obviously should not be going to a far distant distribution point to obtain 
the supplies when they can obtain them closer, That is a sort of a corollary 
point of qualification. , 

Mr. Forses. I would like to say a few things in direct answer to your specific 
question as to why San Francisco was initiated as the point for the first study. 

In the area of understanding working group they thouglit that San Francisco 
might be a good place to make a pilot study of this problem, because in that 
same area the Department of Defense was conducting its own pilot study by 
assignment to the Department of the Army of the task of serving the San Fran- 
cisco area and the Pacific battle front for the Navy, Air Force, and Marine 
Corps from the Army depot. But as Commander Raymond says, when they got 
into the question they found there was so much interlocking relationship between 
one Army area and the Navy District, and so on, that the team very logically 
came to the conclusion that they should look upon the subject as a world-wide 
problem, as well as the San Francisco area problem. 

Commander RAYMOND. We have deemphasized the San Francisco area. We 
have done what the area of understanding working group asked us to do in 
compiling statistics for the San Francisco Bay area, but in the survey since we 
have accomplished that task we are deemphasizing it, for the reason I gave 
you, that is, you should treat it as a whole rather than a bit or a piece which 
works in integration or in relationship to the whole. 

Mr. Davy. I think I perhaps had the major interest in that San Francisco 
idea. I would like to go into more detail, if I may, as to why we recommended 
a change in the plan. 

As explained previously, we had in mind using the General Services Admin- 
istration San Francisco area as the place for this test and gathering information 
we have discussed here on the spot, but when you actually plotted this thing, on 
a map, you find that the supply districts or areas of the various military services 
did not coincide with our San Francisco area. If we went to these various use 
points and attempted to compile the statistics, as Admiral Ring expressed it, 
Commander Raymond and I would be lost in the desert for months and maybe 
years, because in that area there are so many use points. 

lor example, you have military details at some of the high schools and ROTC’s. 
You have small recruiting parties, you have arsenals, you have depots, you have 
every type of activity scattered through this area. 

That same information was available from one piece of paper back at a cen- 
tral stock-control point. Therefore, rather than visit all of these locations, we 
have obtained the necessary information from stock-control records. 

I say I had the major interest in this. As soon as I had an opportunity to 
make a reasonable estimate of this situation, I reached the conclusion that 
statistics from the San Francisco area alone would not give a complete picture 
and we could be misled as to the total workload impacts. Some very false 
conclusions could be drawn from such a study. 

Let us see what the whole problem is. Let us take a sample of these items 
so that we can use this statistical data as percentage and ratio, and let us see 
once and for all what this whole problem is. 
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We have isolated those San Francisco statistics. I have not tabulated them 
as yet. I have them ready for tabulation, and we can tell you by dollar value, 
by unit, by tonnage, what amount of this workload actually falls within the 
regional boundaries of the General Services Administration San Francisco 
warehouse. 

Mr. BropsKy. Could I corroborate Mr. Daly’s statement by a further clarifica- 
tion so that there will not be any misunderstanding? 

In the medical test, about which you have heard a great deal, we have run 
into the same problem areas that have been outlined here. 

I would like to make it clear, too, that the medical test, as such, will be com- 
pleted August 31, just a couple of weeks from now, but that by no means is the 
final determination of what is going to happen in the area of medical supply. 

The medical test is only one portion, and a very small portion of the over-all 
medical study, which will not be completed for about two more months, which 
will give us the opportunity to evaluate the results of the test and the various 
studies we have made across the board from the requirements determination 
phase, through the procurement phase, through the distribution, through the 
ultimate disposal and even research and development phase in the field of medi- 
eal and dental supplies. So that comes August 31, the test in San Francisco is 
over, but by no means does that necessarily mean that the immediate results of 
the test will determine whether or not, for instance, in the San Francisco area 
we will continue as a long-range policy to service the Army, Navy, and Air Force, 
and the Pacific area from that area. 

I might say this much with respect to the test, since you people are going out 
to San Francisco: The Munitions Board deemed it inadvisable upon conclusion 
of the test to say, “O. K., let us stop the operation and then await the results 
of the evaluation.” We have therefore directed the Army, the Navy, and the 
Air Force to continue the servicing within the San Francisco area and the Korean 
area of the same troop strengths that they have been servicing during the period 
of the test. 

For all purposes of the test, the test is over August 31. Reports from the 
using units are due in as to type of service they have received within 30 days of 
the conclusion of the test. Servicing will continue for the Army, the Navy, and 
the Air Force, from Alameda depot until the medical study is finalized, but the 
test, as such, is over August 31. 

I think that should be made perfectly clear to the staff and to the members 
of your committee who will go out to look at the tests. 

Mr. Rosack. What is being done at San Francisco with regard to this particu- 
lar phase of the testing, that is, of the common administrative items? Is there 
anything that the committee should look into that is pertinent to the committee’s 
inquiry in the San Francisco. area? F 

Mr. Davy. I think I ean best answer that question. The San Franciso area 
of General Services Administration is not participating actively in this project, 
because all of the information was available at the Washington level. However, 
there are military problems in the San Francisco area. 

As you gentlemen know, we have this agreement with the Army, Navy, and 
Air Force whereby their local procurement items will be procured through 
General Services Administration. The General Services Administration ware 
house in San Francisco is presently furnishing to the military a substantial 
amount of supplies that they are authorized to procure locally. 

If I may talk about that local procurement problem a moment, we entered into 
that agreement sometime ago, and it was to be implemented generally at the 
local level. For various reasons we had trouble getting started. 

One of the principal difficulties was the old trouble of cataloging. Before 
we could go to some of these Air Force installations and say, “We are ready to 
serve you,” we had to take their catalog and our catalog and work together so 
that we could identify the items. And we have prepared certain master sheets 
where we will show the General Services Administration stock item number, then 
show the military item number, and say, “When you want to buy this item 
number you get it from us under this item.” 

That is one of the things we had to go through. 

In recent months we have made, in my opinion, rather rapid strides in further 
implementing that local procurement agreement because many of the local com 
manders, particularly commanders of armies, have talked to our people, have 
issued directives that set up a better way of notifying us of their requirements 
for local procurement items. 

I certainly think, if I may express a personal opinion, that the committee 
would want to talk with the San Francisco people and with the military people 
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as to how the local procurement angle is working out, because, bear in mind, there 
is a substantial volume in local procurement items. 

For example, I believe the Quartermaster alone has some 4,000 items, many of 
them in the common-use field, that is, hardware items, soaps, and things like that, 
that he is authorized to procure locally. I think Colonel McKnight can answer 
for the Air Force. The Air Force has a substantial number of items. 

Lieutenant Colonel McKNigHT. They have quite a lot; yes. 

Mr. WaArpb. In order that the report will be complete, will you supply for us 
copies of those agreements for the local procurement? That is one thing that 
I omitted in my original statement. 

Mr. Day. I do not have them with me. 

Mr. Warp. You can send them over. 

Mr. DALY. I will send them over. 

Mr. Warp. Both the over-all agreement, and then the three departmental sub- 
sidiary agreements. 

Mr. Bropsky. You have outlined the program on local procurement and have 
advised the committee that they could well look into it in San Francisco—I sug- 
gest that the record should show that yon did not intend to imply that San 
Francisco was the only place. 

Mr. Day. Absolutely not. I would like to clear that up. Every one of the 
12 Federal Supply Service warehouses are presently supplying the military with 
common-use items under this local procurement agreement. 

Mr. Rosack. Does that process have any relationship to the study which you 
are now prosecuting? 

Mr. Day. No, sir. I would say that it does not except indirectly, because the 
items that are covered by this study are those which the military services have 
not authorized for local procurement but which they hold themselves in their 
depots. 

Commander Raymond can give a better explanation on that. 

Commander RAYMOND. In amplification of this subject we are discussing now, 
when we were selecting these items and making up these lists of the particular 
items against the item names, we found that most of the services originally had 
included in their lists of items correlated against General Services Administra- 
tion items, certain items that were for local purchase. We had to delete those 
items from this survey, because this survey—again I want to emphasize—covers 
the distribution responsibilities, and covers only those items which are included in 
the centralized inventory control systems of the four military services, It does 
not include these great numbers of common administrative items which are 
directed and authorized for local procurement action. Under the Munitions 
Board directive, each military department is supposed to go to the Federal Sup- 
ply Service to obtain its local purchase, all other things being equal. 

Mr. Ropack. So that as far as the committee’s concern with the problem of 
military supply through the General Services Administration system is con- 
cerned, there is no particular subject matter in San Francisco that ought to be 
investigated prior to this study, as you consider it? Is that right? 

Mr. Day. That is my opinion; yes. 

Mr. Ropack. Is one of the conceivable conclusions of that study that there 
ought not to be undertaken the procuring and the distribution of certain supplies 
through the General Services Administration? I am not asking whether it is 
a conclusion, but is that one of the possible conclusions? 

Commander RAYMOND. I think that we had better go back and say that we have 
not as yet made the complete evaluation of the appendixes. And at this time it 
is impossible for us to say what might be some of the conclusions. 

Mr. Rorpack. My question is this: Is the study of such a nature that that might 
be one of the conclusions? 

Lieutenant Colonel McKnienT. I wonder if I could answer that question, Mr. 
Roback? As I see this study, what you are asking is, What could be the out- 
come of this study? 

One, from the study it appears feasible for the General Services Administration 
to take over the supply and distribution of all the items under study. 

Two, another possible conclusion or recommendation could be that only selected 
ones be taken over by the General Services Administration for supply and dis- 
tribution. 

And the third possibility is that it is not feasible for General Services Adminis- 
tration to take over any of these items. 

Mr. Bropsxy. Could I interrupt there? Is it not another possible solution that 
the military departments provide those items, too? 
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Lieutenant Colonel McKnientT. That is another, that the military departments 
supply and distribute these items to the civilian agencies. 

If the results of the study are either one or two, namely, that it is feasible for 
General Services Administration to take over the supply of all or part of them, 
then a test would be instituted in the San Francisco area as a method of testing 
these recommendations, this hypothesis, to make sure that the hypothesis is 
sound. In the event that it came out that there should be no interrelation 
between General Services Administration and the military departments, the mat- 
ter would probably be dropped. 

In the event of the fourth one, which Mr. Brodsky brought up, that it appeared 
that the best solution would be for the military to furnish these items to the 
civilian agencies, then we would have to initiate a test in some area to determine 
whether or not that hypothesis was the correct one. 

Commander RayMOND. May I make a little amendment there? 

Frankly, I do not see at this time, since, as I say, we have not completed 
the evaluation of any of the appendixes, that anything is going to be proved 
by a test. Possibly I could be wrong. I think that the facts will be there. And 
those facts are the basis for making planning decisions. 

I do not think that a test would prove anything more other than presently 
will be available in this survey in regard to the facts. 

Mr. Bropsky. I am glad you said that, because I do not know where the 
word “test” sprung from in association with this study, but I think it has been 
somewhat misleading. 

In essence what you are doing now is the test or what was interpreted as 
the test. 

Commander RAyMOND. Right. 

Mr. Bropsxy. As to whether your conclusions will be of such a nature that 
an actual physical test is required, my judgment is that you do not know yet 
from what you have just inferred. 

One could gather that you probably do not visualize at this time that an 
actual physical test would be necessary to test the validity of your conclusions, 
but the test which these people have been referring to is really the study that 
you are now conducting. 

Commander RayMonp. I am glad that you brought that out. We have 
ealled it a survey. Actually, you could reentitle it a test, if you understand 
that it is a survey to obtain facts, that is, to proceed on facts. 

Mr. Ropack. It is a test of a different order than, say, the medical supply 
distribution where you actually have a working system out of this single con- 
solidated depot set-up. This is what you might call a paper test. 

Commander RAYMOND. Right. 

Mr. KENNEDY. As against.an operations test. 

Commander RAYMOND. Yes, 

Mr. RoBack. Suppose there were a distribution of the common items across 
the board, and suppose there were a standardized nomenclature, cataloging 
system for those types of items which had been completed on a uniform Federal 
basis. Would that possibly have made a substantial difference in the kind of 
conclusions you arrived at; in other words, are those differences such as to have 
so complicated the problem of statistical analysis and evaluation that you might 
come up with a conclusion that it is not feasible for the General Services Adminis- 
tration to enter into this system? 

Commander RAYMOND. May I answer the question in this manner? In select- 
ing the items we spent a lot of man-hours and a lot of grief because it was hard 
to correlate or match the identicals, which is No. 1. And even the alternates, 
which is No. 2. And while we did not go into the standardization of cataloging 
or specifications at all, it was almost obvious to us there was a great deal needed 
to improve, not just the military system, but also the Federal Supply Service 
system. 

In regard to a possible conclusion we may come up with, I do not think that 
we would conclude that the numbers would impede any possible recommendation 
that we might come up with, because it is obvious that we are proceeding down 
that line of eventually standardizing our name, number, and description through- 
out the Federal Government. 

Mr. Bropsky. Is it not fair to say that in your study you have overcome 
the difficulties with respect to the inadequacies of standards and cataloging, 
but the final conclusion will not be biased as the result of the lack of it? 

Commander RayMonD. That is correct. 

Mr. DaLy. I agree with that statement. 
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Mr. RoBack. Do I understand, then, that the conclusion that you would come 
to in this test would not be altered by a drastic difference in the standardizing 
wrocess; that is to say, if all of these things—if 23 of 25 were eliminated, and 
if you had a single uniform nomenclature, that would not alter your conclusions? 

Mr. DALY. No, sir, I do not believe it would. I would like to point to this 
act that the same problems with respect to differences in item numbers and 
with respect to standardization exist in the area of the local procurement items. 
While it caused difficulty, we have overcome them to such a degree that we 
are presently serving the military services through General Services Administra- 
tion for those local items. 

Mr. Warp. It would greatly facilitate your study. 

Mr. DALY. We agree wholeheartedly. 

Mr. Warp. In the operation from procurement to distribution, that is, if the 
items were standardized, and if you had 1 instead of 20. 

Mr. DALy. We agree. 

Commander RayMmonp. I think we probably spent about 7 weeks on this. If 
you wonder why it took us so long, that is the time we spent in overcoming 
this problem of correlating our individual service items and bringing them 
together so that we could give a consolidated picture. 

Mr. Day. I would also like to point out that this is rather an old problem 
with us, because even in dealing with the civilian agencies, we have faced 
the problem of lack of standardization. It has been cleared up to a certain 
extent since the use of the Federal Supply Service stocks were made mandatory 
some time ago, but if you go back a few years in the civilian supply history, 
vou would find that the stock catalog of the State Department differed entirely 
as to number and description from the stock catalog of the Department of 
Agriculture, for example. 

I am sure that you, Mr. Ward, will remember those days and the difficulties 
we had. 

As a matter of fact, when Federal Supply Service first took over part of the 
supply responsibilities, we had many of the problems that we are facing today 
with the military. 

We agree with Mr. Ward that if we had a common item number and a com- 
mon description it would have been easier. 

Mr. Rosack. Would that not have simplified the whole distribution problem 
down the line? 

Mr. Day. Yes. 

Mr. Rospack. And because you are now confronted with many difficulties and 
complexities down the line, it seems to me that quite possibly by the proper kind 
of standardization the distribution might be feasible, whereas now it might be 
too complicated. That seems to be a common sense proposition. 

Commander RAYMOND. I would not think so from this standpoint: Whoever 
is charged with that responsibility is the one who is going to specify the use of 
his name, number, and description which, under the present program, will 
eventually be Federal name, number, and description. 

Mr. Warp. Then from that point of view you do not think there is any objection 
to handling technical items in the common depot? It seems to me that is what 
you mean, if it does not make any difference whether these items are standard- 
ized. Then it does not make any difference whether we will say Supplies and 
Accounts or the Quartermaster handles technical items, that, is, nonstandard 
items for the various services in the departments. 

Mr. Bropsxy. Could we get the terminology straight on this? You have used 
some terms which have a particular meaning in the trade, as it were. 

Mr. Warp. I would like for him to answer that, taking up on the statement 
that he made. I am not trying to be cagey, because I think there is a lot of 
merit in the statement that Mr. Roback made that if each one had to have a 
different specification for each of these things then there would not be a great 
deal of point in trying to get a consolidated program out of it. 

_ Mr. Bropsky. You are talking about standard stock rather than technical 
items. 

Mr. Warp. Common items; about common specifications for items used by the 
various services. 

Commander Raymonp. If I may answer your question in this way, Mr. Ward, 
there is more involved in a distribution system than merely having a name, 
number, and description ; that is, the tool that you use to perform your distribu- 
tion supply support. What is involved actually is knowing who your customers 
are; in other words, having a market analysis and being able to get that 
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particular item in the right place at the right time and in the right quantity. 
Cataloging does make that process easy. It is a process, after you have got the 
right item, of getting the right item in the right quantity at the right place at 
the right time, which is actually the guts of the distribution system. 

It is easy to summarize it in that way. I do not know whether it makes a 
clear picture or not. 

If I may go on, the military have a problem of forces constantly shifting 
around. You have to start off with the planning and know what the planning is 
and tie your planning into the knowledge of what stocks you have spotted in 
what localities and be able to insure through procurement action, replenishment 
action, redistribution action, that you will be able to carry out your responsi- 
bility to have that material for the customer. So, that is why I answered your 
question by saying we have overcome the problem of cataloging through a lot of 
work. 

There is no question that cataloging is a tool to make the job easier, but 
actually it is not the solution of this very deep and pertinent point of distribu- 
tion supply support. 

Mr. Warp. I agree with that. You can overestimate the cataloging. 

Mr. Bropsky. I think that is extremely important, too, because we are frank- 
ly concerned about the way cataloging has been oversold as a panacea for every- 
thing, including ulcers. We have got to put cataloging in its proper perspective. 

These boys have had terrific difficulties because of a lack of good cataloging 
and standardization; but, as Commander Raymond has said, it is basically a 
tool. They have overcome the handicap of an inadequate tool there. 

The answer does not lie exclusively in the sphere of cataloging. It lies in the 
much greater sphere. 

Mr. Rowack. We do not want to get too far away from the original question. 

Commander RAYMOND. I am an old cataloger from way back. I really be- 
lieve in cataloging. I want to emphasize that. 

Mr. Rosack. There was no point of overvaluing the cataloging process. 
The point was the lack of it, the lack of standardization which may complicate 
the distribution process, so much that under the present circumstances it might 
not be feasible for the General Services Administration to enter into the supply 
of certain military items, whereas in another case where standardization and 
cataloging were effective it might be feasible. I think that is a commonplace 
question. 

Mr. Bropsxy. You have to relate it to the commodity under study, clips, paper, 
pencils, items of that sort. I think your question is very valid in perhaps another 
area, but not particularly germane to an area of paper towels, toilet paper, dish- 
washing compounds, toilet soap, et cetera. 

Commander RayMonp. If-I may just carry that point on a little further, if 
there is one thing that has made a deep impression in my mind since being 
involved in this survey, it is this fact that it is impossible for anyone to make 
generalities in regard to a category, a type, or even an item name of material 
until you have actually dug down and obtained the specific items and obtained 
statistical data and facts, which we have obtained here in this survey. 

Frankly, if I were in a top-level policy-making organization where I was 
responsible for decisions, I would not want to make decisions based upon 
generalities, but on the basis of factual surveys such as I think this is. 

Mr. Macomser. That leads up to a question that I have wanted to ask. Let 
us assume that as a result of this study you are prepared to conclude that Gen- 
eral Services Administration can assume supply responsibility for these items. 

Will that conclusion have any validity beyond these items, at all; or, if you 
come to consider an extension, must you in every instance go back to the begin- 
ning, as you did in this case? 

Commander RAYMOND. Frankly, the answer to that question has bothered me 
right from the start. I am sure that we can give the answer for these particular 
items. I even feel that possibly the answer might apply to other similar types of 
items. There are a whole host of them, maybe seven or eight thousand similar 
items that would fall within these particular classes that we have under discus- 
sion, but if you get into classes of nuts and bolts and hand tools I am rather doubt- 
ful that I would want to say that it applies to those classes. I frankly do not 
know. 

I would hesitate to advise my superior, “Yes; our conclusions can apply across 
the board for all so-called common-use items.” 

It is impossible, as I have found in my cataloging work, to get anyone to agree 
on what you mean by common-use items or a technical item or a proprietary item. 
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Mr. MacompBer. You do think from this study you might get some basic premises 
hat would be applicable to related items, at least? 

Commander RAyMOND. I would think so. I woud want to qualify that. 

Mr. Rogack. That would be as the committee described in one of its reports 
n “eclectic approach” to the supply problem 

Mr. Dary. Based on past experience in similar problems, may I say this? 
1 feel, as a result of this study for this particular type of item, we will come up 
vith certain conclusions. To follow your thought through, let us say that we 
lo conclude that General Services Administration take over this group of items. 

From the civilian side of the House | would be very reluctant to extend this 
for all types of items, although we would have ironed out many problems which 
vould not make so great a survey necessary; but even in doing business with 
the civilian agencies, we take a good look at individual items before we say 
hat the right way to handle the item is to put it in a warehouse. Maybe it would 
e better to handle the item on a schedule or a direct-purchase basis, ur perhaps 
General Services Administration should not be handling the item at all. 

I think many problems will be resolved as the result of this survey, but we 
ipply people like to look at individual items before deciding to warehouse 
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Mr. Warp. In general, are these civilian agencies now well satisfied with the 
service they are getting from the Federal Supply depot system ‘ 

Mr. Day. That is a very difficult question for me to answer, sir. I am 
ooking around to see if anybody is here from another agency. 

I will answer it this way, Mr. Ward: That we still have complaints. The 

ynplaints are few, as long as we give good service. Just as soon as we run 
nto a backlog, as we did in some of our warehouses during the middle part of 
this year, the complaints mounted up 

From my general observation, the civilian agencies are satisfied with the 
quality of service as lopg as we can maintain prompt deliveries, 

I have had very few complaints on prices for a long while. 

At one time you know, we used to have many complaints on prices, 

Mr. Warp. Then the back-order situation stems from what? 

Mr. Dary, The back-order situation can stem from a number of things. 

Mr. ‘Warp. I mean it would not be inherent in this thing that we are talking 
about here: the identification of items and that sort of thing? 

Mr. Daty. We would be vulnerable to the creation of a back-order situation 
inless we were very sure as to what the impact would be. 

Part of our back-order trouble that came about in New York, for example, 
as I recall, was brought about by the fact that the military departments came to 
us with those local procurement items. And we, through our own negligence, 
in some cases did not get good requirements in advance and attempted to move 
forward too rapidly. 

Mr. Warp. That generally is so. 

Mr. Day. Yes. 

Mr. Warp. When Federal Supply or any other supply system does not get the 
requirements information accurately it simply cannot function properly. 

Mr. Daty. Another factor in the back-order situation is the market condition 
n various industries. If you are used to getting your stock replenished on a 
30-to-45-dav lead time and something goes wrong, and that lead time jumps up 
to 90 and 120 days, you are in a back-order position, and there is nothing you 
can do about it. 

The back-order position at the moment with Federal Supply Service is close 
to or below what we have established as our norm. 

Mr. Rosack. I would like to ask a general question aside from this particular 
matter, 

Has the Munitions Board experienced any outside pressure by private or- 
ganizations against this consideration of General Services Administration in 
inilitary supply? 

Mr. Bropsky. The only pressure I can recall at the moment is in the opposite 
direction. For instance, Federal Supply Service had a schedule for furniture 
which was, as far as I know, highly satisfactory, particularly to the Navy De- 
partment. GSA found it necessary to cancel that schedule. We got considerable 
pressure from the furniture industry for us to try in turn to put pressure on 
General Services Administration to restore that schedule, so that we could use it. 

Mr. Ropack. I had in mind the circulation of some literature by, I think, the 
Quartermaster Association, of which the former Quartermaster General, Mr. 
Feldman, is the executive secretary if Iam not mistakem. During the considera- 
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tion of the bil! by this committee, it was proposed among other things to lift the 
statutory ceiling on the general-supply fund in order to facilitate the possible 
assumption of additional responsibility with regard to the military. There was 
a circulation of literature by Mr. Feldman among the Members of Congress 
which regarded the possible participation by General Services Administration 
as a very dire and disastrous thing. 

I just wondered whether that has come up. 

Mr. Bropsky. I did not see that literature. As I recall, I think that Admiral 
Ring testified at the same time that Mr. Forbes did on the bill without regard 
to that literature. 

Mr. Warp. I would like to ask about this: The subcommittee members at E}- 
mendorf Field were disturbed to find different sizes of mimeograph paper used 
by the Air Force and the Army. And later it developed that the Quartermaster 
through its forms control agency was able to consolidate on sizes and save some 
thing like $800,000 a year. 

Is there any collateral progress being made in the standardization field on 
these things that are listed here and which seem to vary so widely for the serv- 
ices? It looks like an obvious next move. 

Does anybody know the answer to that? 

Mr. Forses. The answer to that is that the Standards Division of FSS and the 
Munitions Board Standards Agency now have under consideration this precise 
list of 124 items. I think I can safely predict that they will be taken as a pilot 
study in this field of administrative supplies for purposes of standardization 
What the outcome will be I am not foolish enough to predict. 

Commander RayMonp. I was going to say the same thing. Admiral Ring 
asked me to pass over to the Standards Agency a master working sheet of all 
of the service information as well as FSS with the idea of attempting to get 
further standardization. That applies to everyone in military or civilian, as 
anyone can see from looking down these lists. 

The only thing is that sometimes it is not obvious that it will be a tough job 
to do. Take paper towels. You have different-size paper towels and then you 
have different-size dispensers. It will be a slow process to bring about standard- 
ization, but as long as they recognize the problem they can work with if. It 
may take 10 to 20 years to work out the problem. 

Mr. KenNepy. With regard to the servey that you are engaged in, how did 
that come about? Was that through a dissatisfaction with the present methods, 
or was it completely exploratory in the sense of being just a little skull rubbing 
among the departments? What was the genesis of it? 

Mr. Fores. I think I should answer that and not put Commander Raymond 
and Mr. Daly on the spot. 

For years—and I mean years—the question has been bandied about: Should 
not one agency or branch of the Government handle common-use supplies? 
The answer always seems to be “Yes.” 

The fact of the matter is that, until this task force was set up under the able 
leadeiship of Commander Raymond and Mr. Daly, no one has ever attempted 
to find out what the scope, ramification, volume, and complexity of the problem 
was. 

We, in the area of understanding committees, have discussed this thing many 
times. 

Members of the Congress of both parties have been interested in it for years. 

The Bonner subcommittee is particularly interested in it. 

The Bonner subcommittee last July got the Secretary of Defense and the 
Chairman of the Munitions Board to agree that a study would be initiated. And 
they, like all of the rest of us, said, “Yes; it seems as though there should be 
one central supply system handling common-use items.” 

However, the difficulties involved in the study of these 124 items which are in 
the common-use category indicates that the problem is not one which can be 
solved by the sweep of a hand or by a directive or a fiat, but one which requires 
careful study. 

And so I hope this committee will realize that, although we have approached 
this with an abundance of caution, we are doing it on the ground that it would 
be foolhardy to make a decision without the facts to back it up. 

If General Services Administration should have been foolhardy enough to 
accept an assigment from the military to handle all common-use items, the 
result would probably have been disastrous. On the other hand, I am hoping that 
the groundwork laid in this small sampling of the problem will resolve, in 
general, a lot of the underlying basic problems which apply to all common-use 
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items: and, therefore, when a decision is reached on this group, we can thereafter 
progress much faster. 

Basic to this whole study also is the problem of duplicate supply systems, 
duplicate inventories, duplicate staffs handling common-use items and buying 
common-use items. 

As a taxpayer, I am not concerned with what the task force recommenas or 
what the final decision will be. If it seems best in the interests of the taxpayers 
that the military should handle these on behalf of the civilians, I will be content. 
If the reverse conclusion is reached, then I think it is up to the General Services 
Administration to bend every possible effort to do a good job. 

Mr. WakD. Is any progress being made on this column 8 about the inventories 
on hand? Is that coming along with the rest of the study? 

Mr. DAry. Column 8 is not only inventories on hand. It is on hand and on 
order. 

Mr. Warp. Yes. 

Mr. Daty. We have statistics on that. 

Mr. WARD. That has been compiled for all of these items, for all of the services, 
but not at the post, camp, and station level; is that right? 


inventories in e 


Commander RayMOND. This includes all knowledge of l 
tralized system. 

Lieutenant Colonel MCKNIGHT. It does not include posts, camps, or stations 

Mr. Bropsky. I would like to fully and enthusiastically endorse Mr. Forbes’ 
last statement. I think it is important. 

I think, as Mr. Forbes stated, for the first time we have really movec 
in an area in which we know that we will be able to sit back and say, “R 
has gone into this thing, and the results attained will speak for themselves.” 

In the past we have all felt that greater unification, more active moves toward 
a Federal supply system were necessary. Without the basic data on which to 


1 ahead 


search 


base it, we stood the risk of taking moves which might bring chaos from disorder, 
rather than bringing comnlete order. 

I thnk Commander Raymond has indicated té ou people today that f 
Munitions Board’s staff has approached this problem objectively and with a will 


to get something done, not with a will 
roadblocks. There have been many that we have met with in this study 

Nobody is here to tell you that it has been a bed of roses, 

The education within the Defense Department to get people to agree not only 
to work among themselves but to work with General Services Administration 
and to accept General Services Administration, has been not an easy task 

I feel that I have played some small part in getting the Defense Department 
to recognize the need for moving ahead with General Services Administration 
and for resolving these problems. 

I know that the study has been a long one. I cannot, however, express any 
great regrets about it. I think that inevitably the techniques developed, as well 
as the information developed in this study, will make all of the subsequent studies 
take just a fraction of the time that this one has taken. jut the only way we 
can move ahead in any of these areas is not on the basis of conjecture but on 
the basis of the compilation of the facts and then the attainment of the proper 
solution, whether that solution be the military to do it for the civilian or 
the civilian to do it for the military. But if we desire to approach the problems 
on the basis of what is good for the taxpayer and what will at the same time 
attain efficiency and economy throughout all of our operations, we have got 
to follow the approach that Mr. Daly and Commander Raymond have made in 
this study. 

Mr. Rosack. There is one thought that occurs to me. It was pointed out 
that if the results of this study are positive, those results would not necessarily 
apply to other areas of common-use items. By the same token, if the results of 
the study are negative, they ought not to be cited as reasons why other areas 
should not be studied. 

Mr. Bropsky. That is a very valid statement. 

Mr. Ropack. I think we should keep that in mind, lest there be a tendency 
if the results are negative to regard the particular area of problems as finally 
decisive, so far as consideration is concerned. 

Mr. Day. May I make a statement in that connection? 

In the selection of these items, as Commander Raymond and I have said before, 
we tried to select a very representative group of common-use items of the type 
that everyone had in mind when they spoke of General Services Administration 
giving supply support. 


to find roadblocks. They have overcome 
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In the initial phases of this we had other items included that we immediately 
dropped, because we felt there were complications in connection with handling 
those items that would make it difficult to complete this study. 

I think, for example, we had a couple of items in there where one military 
agency stocked it and another handled it in an entirely different way. 

So we got that type of item out of our minds so that we could concentrate on 
what we considered truly common-use items and probably would not run into 
the situation that you suggested. 

Commander RAYMOND. Frankly, I can only give an opinion I think in these 
particular classes of 29, 51, 538, and 54 that we have representative items. I 
think that possible conclusion might apply to any one of those four classes, but 
again, as I indicated previously, if you are going to take the class 41, hand 
tools, or 42 and 43, nuts, bolts, screws, and washers, or you get into sheet, bar, 
und rod stocks, it might not apply. You are getting into another area, rather 
than common-use administrative type items 

Mir. DALY. That is an excellent point, because we, in General Service Adminis- 
traticn, have trouble in that area already. Hand tools are a very good example. 
You can say a hammer is a hammer, but if we are supplying hammer to an 
office that is going to use it occasionally for ripping open a box or hammering 

nail in the wall, it is different than if you are going to supply a hammer to 
an expert carpenter. That is an entirely different type of hammer, not even 
the same item. 

So hand tools and hardware are two areas that cause us no end of trouble 


right now within the civilian agency, but, as Commander Raymond says, in the 
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d sense of these Ccommon-use items, the detergents, soaps, paper clips, paper, 
dishwashing compounds, they are the same sort of items that we can resolve on 
ie reasonable basis without getting into a lot of technical ; 
Mr. Warp. If requirements determination is one of the key things, which I am 
ure everyone agrees that it is, will this study get at the heart of that, as to 
how they are keeping their records and going about requirements determination? 
Commander Raymonp. I will answer that by saying “No.” This is purely 


discussion 





nly a distribution survey As a matter of fact, I regard the title “Distribution” 
rather a misnomer, too. It isa survey to achieve the two objectives previously 
tated 
I Warp. There will be no comments at all with respect to determination of 
needs? 


Commander RayMmonp. Other than as we bring out these indirect relation- 
ships bearing on cataloging, specifications, local procurement or procurement 
policies, and practices; why, determination of requirements is tied into plans, 
rations; and, frankly, I feel all those 
other functional areas should be explored very carefully and very thoroughly 
before you push a button finally to go either way. 

Mr. Dary. Is it not true that in the military service you distinguish between 
the distribution and function and the gathering of requirements? 

Commander RAYMOND. We do, except that more and more within the military 
we are moving toward a realization that supply logistics—and I mean this to 
apply just to matériel, disregarding the facility or personnel logistics—just supply 
logistics—a recognition that supply logistics must be integrated for requirements, 
for procurement, and for the distribution functions, 

Since I have been a member of the Department of Defense, I have had an 
opportunity to visit and observe at close hand and hear the logistics problems 
of all four of the military services 1 feel that the concept of the Navy supply 
plan and the Navy supply system is the correct type of integration for all of 
the supply functions and supply logistics categories and is the type of integration 
that eventually everyone must come to. 

Mr. Warp. Without good requirements, then you cannot have either good 
rocurement or distribution 

Commander RAYMOND. Without good procurement, requirements are mean- 
ingless and without good distribution all of your previous work may fail. 

Mr. KENNEDY. Gentlemen, that concludes the conference. 

(Whereupon, at 12:35 p. m., the work group adjourned. ) 





it is tied into central stock control ope 
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San Francisco Exnipir 2A 
JULY 22, 1952 


NATIONAL COFFEE ASSOCIATION, 
Vew York \ ) 

GENTLEMEN: The Intergovernmental Relations Subcommittee (Bonner sub- 
committee) of the Government Operations Committee, House of Representatives, 
has been studying various aspects of military supply management for the past 
1% years. 

One general subject of concern to the subcommittee has been the commercial 
type activities such as clothing manufacturing, coffee manufacturing, paint manu 
facturing, and so forth. 

With respect to coffee manufacturing, it is noted that the military services 
(Army, Navy, and Marine Corps) have a number of roasters in various parts of 
the country, and officers have indicated several reasons for the services having 
their own plants; ie., economy, guaranteed supply, and guaranteed quality. 

In evaluating these statements, this subcommittee would appreciate informa- 
tion from you if possible as follows: 

1. Number of commercial roasting plants in the United States. 
2. Number of individual roasters by States or geographical areas. 
3. Capacity of commercial plants. 
$4, Capacity of commercial concerns to absorb Government business if 
practicable. 
5. Cost of roasting, packaging, overhead, ete., in commercial plants. 
6. Is it practicable for a Government agency to draw up a satisfactory 
specification for the blend of coffee it needs? 
7. Is it practicable to have adequate inspection to insure delivery of the 
specified product? 
8. Would your association recommend that the Government 
(a) Manufacture its own coffee? 
(6) Buy commercially on its own specification? 
(c) Buy its own coffee and contract for roasting and packaging? 
(d) Use some other method? 

Obviously, this subcommittee has no interest other than that of economy and 
efficiency. 

Your comments on the above will be appreciated. If you have a representative 
in the District of Columbia, it will be appreciated if he will call National 3120 
extension 1339 or 1430. 

Sincerely yours, 
Ray Warp, Staff Director 


San Francisco Exursrr 2B 
Av6ust 6, 1952. 
Mr. Ray Warp: 
Staff Director, Intervovernmental Relations Subcommittee of the 
Committee on Expenditures in the Executive Departments, Congress 
of the United States, House of Representatives, Washington, D. C. 

Dear Sir: This is in reply to your letter of July 22. 

We will endeavor to answer all of your questions in the same order as you 
have stated them in your letter and give you all the information we have avail 
able on this subject. 

1. There are approximately 1,256 commercial roasting plants in the United 
States. 

2. We enclose herewith copy of the Tea and Coffee Buyers’ Guide which shows 
the location by States of the coffee roasters in the United States. 

3. Approximately 20 million bags of green coffee per year. National con 
sumption is running something in excess of 20 million bags and we know there 
is a roasting capacity for this quantity 

4. In our opinion the commercial coffee roasters of the United States have 
sufficient capacity to absorb Government business and even if they did not, it 
would not be difficult to increase this capacity to take care of additional Gov- 
ernment business. 

This association is unable to furnish any information on the cost of roast- 


). 
ing, packaging, etc., of coffee in a commercial way. Such information could 








510 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


possibly best be obtained by requesting bids from a group of reliable coffee roast- 
ers. While such costs are nominal there would be considerable differences de- 
pending upon type of package, manner of handling green coffee, etc 

6. Yes, regardless of whether the military services continue with their present 
poliey of buying their coffee in the green bean and roasting it in military plants, 
or whether they change the policy and buy their coffees in roasted form. As you 
are aware, the United States Army now has a specific blend for all branches of 
the military service. The blend consists of about two-thirds Strictly Soft Santos 
4’s, or *%4’s, and about one-third Genuine Excelso Colombian Milds 
7. We assume that this question refers to the inspection of coffees purchased 
in roasted form. In that event the answer must be a qualified “yes,” and as the 
question is closely related to 8 (b), it is being covered in the answer to this 
latter question. 

8. We believe that the present procedure of buying the coffees in the green 
bean and having them blended, roasted, sround, and packaged in the plants of 
the United States Army and United States Navw is by far the soundest policy 
from the standpoint of at all times insuring a uniform standard of quality in the 
blend. Coffee is such an important part of the military diet that the members 
of our Armed Forces are deserving of fine coffee always. 

Fach and every lot of green coffee which is tendered for delivery against 
United States Army purchase contracts is skillfully and throughly inspected and 
tested by the world’s foremost coffee experts. This work is done under the direc- 
tion and supervision of the United States Army coffee advisory committee of the 
National Coffee Association, which committee consists of a chairman, who is 
located here in New York, and two other members, one of whom is located in 
New Orleans and the other in San Francisco. All three are qualified experts. 
The members of the advisory committee have selected and placed on their lists of 
official United States graders and classifiers only the best qualified experts at 
each of those three ports. 

Fach time a lot coffee is tendered for delivery, the contractor sends a sampling 
order to the association. Samples are then drawn by licensed expert samplers, 
acting for the National Coffee Association. Each lot of coffee is passed upon by 

panel of three men, who are selected for this test by the regional member of 
ihe advisory committe. Each of the three men chosen is an outstanding expert in 
judging the quality of the particular growth which is to be inspected and tested. 

Those men inspect and grade the coffees in the green bean and determine its 
exact grade and other characteristics, such as size of bean, color and solidity 
of bean. Samples are then roasted in our sample roaster and the beans are 
inspected for their roasting quality. The roasted beans are then ground and 
tested for “cup quality.” 

All coffees which do not conform fully to the United States Army contract 
specifications are rejected and the supplier is obliged to furnish other coffees 
which are suitable. This procedure definitely insures that no coffees of sub- 
standard quality are received at the military roasting plants. 

No grader or classifier ever serves on any test in which he, or his company, 
is either directly or indirectly interested in the coffees to be passed upon. 

Either the United States Army or the contractor has the right to appeal the 
decision of the graders and classifiers. All such appeals must be submitted in 
writing to the regional representative of the United States Army Coffee Advisory 
Committee, setting forth in detail the specific point, or points, on which the appeal 
is based. Three other graders and classifiers are then selected, and the points 
in dispute are submitted to the appeal graders and classifiers. 

This insnection and appeal system not only guarantees that the Army will at 
all times receive coffees which fully conform to the contract specifications but it 
also guarantees eminently fair treatment to all suppliers. The fact that all 
suppliers know that their competitive bidders will not under any circumstances 
he allowed to deliver coffees which are poorer than the contract specifications 
has unquestionably resulted in more extensive bidding on the United States 
military requirements than would otherwise have been the case. 

By havin the coffees blended, roasted, ground, and packaged in the plants of 
the United States Army and the United States Navy by its own skilled personnel, 
insures that all packages of roasted coffees are of the same standard of quality. 

The volume of coffees which are processed in a roasting plant is a very im- 
portant factor in determining the processing cost per pound. As practically all 
of this work is done by machinery, with the exception of the handling of the 
green coffees into the plants and the roasted coffees out of the plants, there is no 
reason why the cost of this work in a military plant should be any higher than 
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e cost in the most efficient commercial plants \s the military plants package 
1 shin their roasted and green coffees in 50-pound laminated textile bags, the 


net Sil 
ilitarvy plants should and undoubtedlv do have a decided advantage in the 


itter of cost of that operation. Containers of that size are not used to any 


extent in commercial practice, ang consequently that operation would have to be 


jione largely by hand, 

With regard to question 8 ()h), 
purchase roasted coffees, the equal of their present specifications, as economically 
The supplier of roasted coffees would, of course, 


it is doubtful that the military services could 


s it is now being produced. 
add at least a reasonable profit to all of his costs. The roasting of coffees for 

the military services would in all probability be subordinated to the company’s 

regular non-Government business. This, in turn, would result in the use of 

nlant facilities for the processing of coffees for the military services only at those 

times which best suited the convenience of the supplier. 

There would always be the temptation to use the plant facilities for military 
requirements at times when the company’s regular business is dull, thereby 
building up a surplus floor stock of roasted coffee, with the result that the coffee 
would be standing around growing stale before it is shipped. 

The production schedule to meet the varying requirements of the Armed 
Forces, particularly at times of heavy production, could be much more efficiently 
and effectively controlled in the military plants. 

It would not be feasible to stockpile roasted coffee unless it was packed in 
expensive vacuum containers. Coffees in the green bean could be stockpiled. 
Aside from the extremely important factor of insuring a future adequate supply 
of coffees for the Armed Forces, green coffees have been stockpiled by the United 
States Army which later proved to be quite profitable marketwise. 

It would be difficult to establish a satisfactory inspection system whereby all 
deliveries of roasted coffees could be properly tested. Unless the coffee is packed 
in vacuum containers, by the time it reaches its destination and samples drawn 
and forwarded to the point of inspection in New York, the coffee would be too 
stale to evaluate the true merits of the blend, except in instances where it was 
obvious that the green coffees used in the blend were substantially below contract 
specifications. 

It would not be very satisfactory to have the supplier send samples direct to 
our inspection office, because we could not certify that the samples so tested were 
representative of the coffees actually shipped. As there would no doubt be 
several suppliers located in different parts of the country, it would hardly be 
feasible to have our own representatives take samples from the packaging lines 
at frequent enough intervals to feel convinced that all coffees being shipped 
against the contract conform fully to the specifications. 

All of the foregoing statements are based on the assumption that the military 
contracts for roasted coffees could not be placed with carefully chosen firms but 
would have to be awarded after competitive bidding. 

The plan proposed in No. 8 (c) would be an improvement over No. 8 (b) but 
would not be as satisfactory as the practice now being employed by the military 
establishments. There would be the problem of making sure that other inferior 
coffees were not being substituted for some of the United States Army green 
coffees. Again, this would not be a problem in the case of the reputable supplier, 
but it could be a serious problem in dealing with the other type of supplier 
It would be necessary to have a Government man, or men, stationed in the plant 
and follow the coffees through the various stages of processing. 

The only other method would be to test samples of the roasted coffees, and 
this would entail the same problems which have already been enumerated herein. 

It is quite obvious, from the comments herein, that we believe No. 8 (a) to be 
by far the best policy to be employed by the military establishments in providing 
for their coffee requirements. 

We trust we have given the information you desire. If you wish, we can 
arrange to have an officer of the association and the head of the Army Coffee 

\dvisory Committee come to Washington. 


Very truly yours, 
Epwarp Aporn, President. 
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San Francisco Exuipir 2C 


NATIONAL COFFEE ASSOCIATION OF U. 8. A., 
New York, N. Y., August 28, 1952 
Mr. Ray WARD, 
Staff Director, Intergovernmental Relations Subcommittee of the Commit 
te on Haependitures in the Raecutive Departments, Congress of th 
United States, House of Representatives, Washington, D. C. 

Dear Str: With further reference to your letter of July 22 and our reply 
dated August 6, 1952, we wish to advise that we have made further study of the 
problems involved 

At his request we also have consulted with Admiral Morton L. Ring of the 
Munitions Board, whom we understand has been studying the whole ibjec 
of the procurement of coffee by the military As a result we wish to amet 
our previous comments as follows: 


1. We endorse the proposed plan of the Armed Forces to con w th 
operation of four roasting plants ; ViZ, Brooklyn, Atlanta, Onk re 
seattle. 

2. We approve the plan to vacuum-pack all Armed Forces coffee in 20-poun 
vacuum containers, This procedure is the only way to insure an adequate 
supply of fresh coffee at all points of consumption regardless of the locatio 
of the roasting plants and variations in requirements, 

3. In the event the military establishments should require processing 
operations beyond the capacity of the four plants referred to, such addition: 
processing services should be obtained from the coffee industry under a plat 
to be developed in cooperation with the National Coffee Association o 
the U.S. A 

4. The foregoing recommendations, as well as those contained in our lett 
of August 6, apply only to coffee for actual consumption in beverage fort 
by the Armed Forces. 

All coffee sold in dry form in commissary stores should be purchased fron 
the industry already roasted and in the customary types of pack used 
for consumption in the home. Armed Forces roasted coffee should be 
dispensed only as a beverage and not sold in dry form in competition with 
private industry. 

Furthermore, with the four military plants packaging only in 20-pound 
vacuum tins, the Armed Forces would hardly be in a position to properly 
package and distribute roasted and ground coffee for home consumption. 

We strongly urge the discontinuance of the sale at retail of Armed Forces 
coffee in direct competition with private industry, which practice is strongly 
condemned by this association. 


If we can be of further service to your committee, please call on us 
Sincerely yours, 
Epwarp Apnorn, President. 


San Francisco Exuiptt 3 


VETERANS’ ADMINISTRATION, 
Washinaton, D. C., July 25, 1952 
Mr. Ray WaArpD, 
Intergovernmental Relations Subcommittee, Committee on Government 
Operations, New House Office Building, Washington, D.C. 


Dear Mr. Ward: This is in response to your request for information about the 
coffee-purchasing methods employed by the Veterans’ Administration. It is my 
sincere hope that the data in this letter will prove useful to you in your work. 

A few general remarks concerning the method we employ may be in order. 
All of our coffee is purchased by our central office in Washington as a result 
of competitive bids. Contracts are let for a period of 38 months with delivery 
specified to approximately 155 Veterans’ Administration installations located 
throughout the United States. The annual quantity purchased varies from 
4%, million to 5 million pounds. The bid invitation is designed to allow the 


bidders to quote prices on a single station or on any number of stations. In 
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dition, the installations are grouped geographically and the potential supplier 














j in bid a single aggregate price for all stations in one group 
fhe coffee must conform to Federal Specification HHH-—C-571 and, i: 
on, meet our specification requirement Copies ¢ both specifications are ¢ 
} osed, You will note «hat we require 60 percent Colombian and 40 percent 
Santos but allow the supplier to furnish any or a combination of several 
rowths. This specification was adopted only ter consultation with industry 
»resentatives and Government officials familiar with the caffee business 
Our latest solicitation resulted in 31 responsive bids, and be awarded contracts 
14 firms to supply coffee during the 3 months beginning July 1, 1952 
You will note that our specification also requires that the coffee must be shippe 
ithin 48 hours from the time of roasting and be delivered hin 5 days afte: 
oasting. Each installation is allowed to specify whole bean or ground roasted 
offer The delivery is made in a 50-pound container, either carton or sack It 
as been our experience that this size most nearly meets the needs of tf) 
najority of our hospitals. The use of larger containers results in a greater 
oss of freshness and flavor and increases handling difficulties From the best 
vailable sources of information, we have learned that the fference in price 
between 50- and 100-pound sacks is approximately a quarter of a cent a pound 


We do not feel that this small reduction compensates for the increased loss of 
flavor. 

Listed below is certain information relating to our coffee purchased during 
the last five consecutive quarters. The figures shown in the price range column 
ind the average price per pound column represent the net cost to the Veteran’s 
Administration of roasted coffee delivered f. 0. b. each hospital in the United 


states 











Quat I 
nounds 
144,300 | ¢ $0).721 go). ( 
2 144.300 ; f 
d 7.730 | $ & to 0 f 
I h quar 0| 3 $0. 697 6A 
rte ri I ) f xy ¢ ‘ f 


The slight price increase shown for the current quarter is due to the new 
specifications being used for the first time. These specifications insure a specific 
blend of coffees and eliminate the use of inferior growths used in small quantities 
which cannot be detected by cup test. 

I have also enclosed an abstract of coffee shipments which will be made during 
the current quarter. This abstract illustrates the number of contractors, which 
tems they are delivering, the estimate of coffee destined for shipment to each 
Veterans’ Administration hospital and center, as well as the price for each 
destination. 

Our coffee specifications are basically similar to those being used by the Depart- 
ment of Defense in their purchases for the Army, Navy, and Air Force. They, too, 
specify only Colombian and Santos beans. They do accept certain additional 
Colombian growths and use a 50-percent Colombian coffee in their blend. 

During your telephone conversation with Mr. Harrison, you asked if we had 
received any complaint concerning our methods of purchasing coffee. In accord- 
ance with your request, I have enclosed copies of a letter from Representative 
Norris Poulson concerning the Smart & Final Co., of Los Angeles, as well 
is our reply of March 14, 1952 

Very truly yours, 





JAMES N,. O'Net, Director, Supply Service 


COFFE! 
(Applicable "Federal Specification HHH-—C-571 ) 
Shail be whole-bean coffee, thoroughly cleaned and stoned, freshly roasted in 


accordance with good commercial practice and without the addition of water 
other than a sufficient quantity to prevent burning 


Shea 
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Paragraphs H-ld and H-eld (1) of Federal Specification HHH-C-571 are not 
applicable to this bid invitation. 

Roasted whole-bean coffee shall be produced from green coffee of the following 
description and blend: 


Sixty percent Colombian of usual good quality, of any one or a combination 
of the following growths: Medellin Excelso, Armenia Excelso, Sevilla Ex- 
celso, Manizales Excelso. 

Forty percent Santos grading 3’s and 4’s, Bourbon, medium to good bean, 
good roast, strictly soft, solid, bean, greenish color and good cup quality. 


The coffee shall be shipped within 48 hours from time of roasting, and each 
container shall be tagged or otherwise marked to show date of roast. All de- 
liveries shall be made at the hospital within 5 days from time of roasting and 
from 1 to 3 days in advance of the scheduled delivery date. 

In addition to the above roasting date, shipping containers shall be marked to 
show name of shipper, shipment number, commodity, size, brand, if any, and 
contract number, and shall be consigned in each instance f. 0. b. destination in- 
dicated in the bid invitation. 

If so requested by the Veterans’ Administration, coffee shall be furnished 
ground for any one or more stations without additional cost to the Veterans’ 
Administration. 

Coffee shall be packaged in any one of the following methods: 

1. Shall be packed and delivered in 50-pound net, clean, sound and well-made 
cartons (two wall corrugations with three layers of paper board) that will stand 
a resistance bursting test of at least 200 pounds to the square inch; with new, 
clean, sound and well-made bag liner of oil-proofed, Krinkle-Krepe kraft paper 
or vegetable parchment paper of substantial strength and proper size, opened to 
provide a square bottom to fit into corners of the bottom of the carton; the open 
end of the bag to be effectually closed by folding or sealing, in a manner to pre- 
vent spilling and to afford the coffee thorough protection against contamination 
and deterioration. Carton to be securely and effectually sealed and bear regular 
commercial labels. 

2. Shall be packed and delivered in 50-pound net, new 5-ply multiwall bags 
(4-ply kraft and 1-ply heavy paraftin paper) (closure may be wire tie or sewn). 
Paper container shipping bag shall meet the requirements of consolidated freight 
classification for roasted coffee. 

3. Shall be packed and delivered in 50-pound net, new burlap bags with water- 
proof kraft crepe interliners, the liners to be 35-pound to 45-pound basis weight 
kraft, having 33-percent stretch with approximately 15-percent paraffin treatment, 


Nore.—This specification should be retained in your files for future reference 
purposes. 


APRIL 2, 1952. 


CENTRAL OFFICE, VETERANS ADMINISTRATION, 
SUPPLY SERVICE, 
Washington, D. C., June 16, 1982. 


ABSTRACT OF DROP SHIPMENT CONTRACTS FOR COFFEE FOR THE FIRST QUARTER OF THE 
FISCAL YEAR 1953 


Contracts for coffee to be furnished in accordance with the attached delivery 
schedule and Federal Specification HHH-—C-571 during the period beginning 
July 1, 1952, and ending September 30, 1952, have been awarded to the following 
concerns at the prices indicated: 

“s” V1001P-13974 : 
Blue Ribbon Products Co., Inc., Sixth and Natoma Streets, San Francisco, 
Calif. 
Date of contract: May 8, 1952. Discount: 2 percent, 10 days; 1% percent, 
20 days; 1 percent, 30 days. 
Coffee: Group D. 
Items: 161 and 169. 
*s” V1001P-—13975 : 
Richheimer Coffee Co., 1127 North Halsted Street, Chicago, Tl. 
Date of contract: May 8, 1952. Discount: 1 percent, 20 days. 
Coffee: Group C. 
Items: 102, 103, 106, 107, 108, 109, 111, 112, 114, 115, 117, 118, 119, 121, 122, 
126, 127, 128, 132, 133, 134, 1385, 138 to 145° inclusive, 147,’ 148,’ and 149." 





t 
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’ V1001P-13976 : 


Coffee Corporation of America, 4401 South Western Boulevard, Chicago, Ill. 
Date of contract: May 9, 1952. Discount: 1 percent, 20 days. 

Coffee: Group C 

Items: 99, 110, 113, 116, 120, 124, 129, 131, 136, and 137. 

Coffee: Group D. 

Item: 159. 


* V1001P-13977 : 


The Dilworth Co., 1714 Chicago Avenue, Post Office Box 2449, Orlando, 
Fila. 

Date of contract: May 9, 1952. Discount: 1 percent, 10 days. 

Coffee: Group B. 

Items: 57, 63, 65, and 72. 

Coffee: Group C. 

Items: 100, 123, and 125. 


* V1001 P-13978 : 


Smart & Final Co. Manufacturing Division, 4520 Colorado Boulevard, Post 
Office Box 1151, Los Angeles, Calif. 

Date of contract: May 12, 1952. Discount: None. 

Coffee: Group D. 

Items: 151, 157, 160, 162, 163, 164, 165, 166, 167, 172, 173, 177, and 180. 


* V1001P-13979 : 


Wood Coffee Co., Inc., Post Office Box 1513, Tacoma, Wash. 

Date of contract: May 13, 1952. Discount: None. 

Coffee: Group D. 

Items: 152, 153, 154, 155, 156, 158, 168, 170, 171, 174, 175, 176, 178, 179, 181,* 
and 182. 


* V1001P-15980 : 


Dannemiller Coffee Co., 116 Thirty-ninth Street, Brooklyn, N. Y. 
Date of contract: May 18, 1952. Discount: None. 

Coffee: Group B. 

Items: 55, 56, 61, 62, 79, 86, 88, 90, 94,’ 95,’ and 97a.’ 

Coffee: Group C, 

Items: 101, 104, and 105, 


> V1001P-13981 : 


Jewett & Sherman Co., 106 West Florida Street, Milwaukee, Wis. 
Date of contract: May 18, 1952. Discount: None. 

Coffee: Group C. 

Item: 130. 


‘s’’ V1001P-13982 : 
The Euclid Coffee Co., 1300 West Ninth Street, Cleveland, Ohio. 
Date of contract: May 13, 1952. Discount: None. 
Coffee: Group C. . 
Item: 146* (see par. 10, p. 5). 
“o’ V1001P-13983 : 


15 South Jefferson Parkway, New Orleans, La. 


Blue Plate Foods, Ine., 13 
3, 1952. Discount: None. 


Date of contract : May 
Coffee: Group B, 
Items : 54, 66, 71, 73, 74, 75, 81, 84, 85, 89, 93, and 972 


——' 


“s” V1001P-13984 : 


Monogram Coffee Co., 3918 Gravier Street, Post Office Box 7401, New 
Orleans, La. 

Date of contract: May 14, 1952. Discount: None. 

Coffee: Group B. 

Items : 53, 59, 68, 69, 70, 76, 77, 78, 80, 82, 83, 87, 91, and 92. 


“sg” V1001P-13985 : 


L. J. Dittmann Coffee Co., 500 Tchoupitoulas Street, New Orleans, La. 
Date of contract: May 13, 1952. Discount: 2 percent, 30 days. 
Coffee: Group B. 

Items: 58, 60, 64, and 96. 


“s” V1001P-13986 : 


Fleetwood Coffee Co., 246 East Eleventh Street, Chattanooga, Tenn. 
Date of contract: May 13, 1952. Discount: 1 percent, 20 days. 
Coffee: Group B. 

Item: 67, 
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“s V1001P—14012 

Nathor Coffee Roasting Corp., 2-4 Gouverneur Lane, New York, N. Y¥ 

Date of contract : May 27, 1952. Discount: 1 percent, 10 days. 

Coffee: Group A. 

Item: 52 summary for furnishing all installations listed under items 1 to 
51° inclusive at $0.6410 per pound 
Contractor represents that the aggregate number of employees of the 

, and its affiliates, is nore than 500 

“s” Contractor represents that the aggregate number of employees of the 





firm, and its affiliates, is less than 500, 

l’rices stated in this abstract are based on shipping rates in effect on April 15, 
o2. Should pertinent shipping rates be revised, either upward or downward, 
subsequent to said date, by action of a Federal or State agency having jurisdic 
tion in such matters, the contractor will show, as a separate entry on his final 
voucher, the total amount of increase or decrease resulting from such revision 
which amount the Government will credit or dcbit to the contractor’s account 
as the revision in rates may justify \ll pertinent information necessary to 
substantiate the entry must be given with specific mention of the title of the rate 
chedule in effect at the time of shipment 

Coffee to be furnished under these contracts is foreign and was contracted for 
under the provisions of M—11—-200 106 (J). Contract number should be shown 
on voucher as authority for the expenditure. 

Payment shall be made by the receiving hospitals, centers, and domiciliaries in 
accordance with the terms of the contract promptly upon receipt of properly 
prepared and approved Standard Form No, 1034, Public Voucher for Purchases 
und Service other than Personal. 

Hospitals, centers, or domiciliaries desiring to increase or decrease quantities 
specified for particular deliveries will submit their request direct to the con- 
tractor without reference to central office, citing paragraph 8b of the supple- 
inentary general provisions as authority Paragraph 8b of the supplementary 
general provisions is as follows: 

Sb. Quantity requirements.—The quantity shown after each item in the invita- 
tion for bids is the estimated quantity required, and the bidder agrees to furnish 
an additional quantity of any item, the contract for which is awarded him, up to 
25 percent of the estimated quantity. The Veterans’ Administration reserves 
the right to limit purchases to 75 percent of the estimated quantity. Additional 
quantities, if any, may be ordered up to and including the last date on which 
the contract is effective. 

Nore.—In addition, any request for cancellations will be submitted direct 
to the contractor; copies of such request should be forwarded to this office. 

All requests for increases, decreases, or cancellations of quantities should cite 
the contract number 

Communications concerning delay in dé@liveries or regarding failure to receive 
certified vouchers shall be addressed to the contractor and not to central office. 

Testing.—Test of the coffee will be made of July 1, August 1, and September 
1, 1952, deliveries prior to shipment and coffee received is to be placed in stock 
for use 

Tests will also be made in Washington, D. ©., of coffee from the July 15, 
August 15, and September 15, 1952, deliveries. Hospitals, centers, and domicili- 
aries notitied by letter will therefore forward a 1.-pound sample from deliveries 
designated immediately to: Veterans’ Administration, receiving clerk, room 1549, 
Munitions Building, Washington 25, D. C., Attention: Chief, Procurement Divi- 
sion, Supply Service. <A letter, copy of which is to be enclosed with sample, 
should be forwarded to central office, identifying the sample by contract number, 
date received, schedule delivery date, and contractor. Samples from hospitals, 
centers, or domiciliaries west of the Mississippi River are to be sent by air mail. 

Samples shall be packed in absolutely clean, airtight tin, or glass mailing con- 
tainers, free from foreign odors and moisture. Paper sacks are not desirable 
for use in submitting samples unless packed in tins. 

Care should be taken to submit samples in accordance with these instructions 
in order that samples may be received in such condition as to allow an accurate 
test of the commodity as received at the hospitals, centers, and domiciliaries. 

In addition to the foregoing, if any hospital, center, or domiciliary believes 
that any item delivered is not in compliance with specifications, it is requested 
that samples be forwarded immediately as above directed, with covering letter 
to Chief, Procurement Division, Supply Service, Veterans’ Administration, Wash 
ington 25, D. C., for consideration. 
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SpecrAt Nore, Item 146.—This item covered by contract V1001P—15982 
is Cincinnati, Ohio, and is listed as a tentative requirement. It will, there 
fore, be necessary that Cincinnati, Ohio notify this office, 1 month in advance, 
if possible, if they intend to purchase any of the quantity covered by this con 
tract so as to allow time for Government inspection of the green coffee stock 
at the Euclid Coffee Co. 

All hospitals, centers, and domiciliaries listed herein are delegated authority 
to default contractors on scheduled deliveries where the contractor fails to per 
form within the time required. The hospital, center, or domiciliary may grant 
extensions of time or terminate the right of the contractor to proceed further 
under the scheduled delivery, declare the contractor in default, and purchase 
elsewhere against his account. It must be emphasized that this delegation of 
authority only applies to scheduled deliveries and not to contracts. In cases 
where contractors are defaulted on scheduled deliveries copies of all correspond 
ence will be forwarded to Central Office, Attention Chief, Procurement Division, 
Supply Service. 

Contracts V1001P-13975, V1001P—-13976, V1001P-—13977, V1001P-13978, V1001P 
3979, V1001P-13980, V1001P—-13983, V1001P-13984, and V1001P-14012 are regu 
lated by the provisions of Publie Act, No. 846, Seventy-fourth Congress, com- 
monly known as the Walsh-Healey Public Contracts Act 

Ceiling prices.—The contractor agrees that the prices invoiced hereunder 
will not exceed the lower of (i) the contract prices or (ii) any applicable ceiling 
prices established by the Office of Price Stabilization, or other authorized Gove 
ment agency as of April 18, 1952. 

A. J. HARRISON, 
Chief Procurement Division 


Supply Seo 
Coffee (supply contract) 
GROUP A 
Coffee for the following Veterans’ Administration hospita centers, and 


domiciliaries, complying with Applicable Federal Specification HHH-C-—571 
(excerpt of which is enclosed), and in accordance with the delivery schedule 








Supplie r servic 
Item 1 
No Veterans’ Administratior f 
hospitals, centers and liver to destination indicated 
domicillaries 

oe Albany, N. Y F Albany, N. Y 4 I j $0). 
2 Aspinwall, Pa } b. Aspinwall, Pa . { 
Mikew Batavia, N. Y. I b. Batavia, y ‘ 4 
4 Bath, N. Y. F b. Bath, N. ¥ 4 
a Beckley, W. Va I b. Beckley, W. Va 0) ‘ 
Qs Bedford, Mass k b. Be ,M ‘ 

7 ; Bronx, N. Y F. o. b. Fordham, N. Y., for 2 

door deliver 0 W. K 
bridge Rd., Bronx 63, N. ¥ 
Oicus. Brooklyn, N. Y-- F. o. b. Brooklyn, N. ¥ 6A d fi4l 
y ..--| Buffalo, N. Y F. o. b. Buffalo, N. ¥ 4, 5M 4 
10_. Butler, Pa_._--. : F.o. b. Butler, Pa_. 2, 1M 641 
11. Canandaigua, N. Y. F. o. b. Can igua, N. Y 800 MI 
12 Castle Point, N. Y F. 0. b. Beacon, N. Y 6, 000 i t4 
13 Coatesville, Pa F.o. b, Coatesville, Pa 200 1 fi4 
Ries Frie, Pa... F. 0. b. Erie, Pa 0) i 41 
1S 6 Fort Howard, Md F. o. b. Sparrows Point, Md 60K j tl 
16 Huntington, W. Va F. o. b. Huntington, W. Va 2, 500 1 641 
S. Kecoughtan, Va F. o. b. Phoebus, Va 500 do 641 
sks Lebanon, Pa... F. o. b. Lebanon, Pa 2, 000 1 fl 
19._...../ Lyons, N. J F. o. b. Millington, N. J 22, 000 lo 641 
20_. Manchester, N. H F. o. b. Manchester, N. H 900 10 f4l 
212 Martinsburg, W. Va F. o. b. Martinsburg, W. Va 10, 900 do 641 
Meda Montrose, N. Y_..- F. 0. b. Montrose, N. Y 12, 000 do fAl 
23_......| Newington, Conn_. F. o. b. Newington, Conn 2, 400) do (41 
mci. Northampton, Mass_-. F. 0. b. Florence, Mass 7, 800 do 641 
25.......| Northport, Long Island, | F. 0. b. Northport, Long Island 15, COO do 6Al 
Nek. N.Y 

26_......| Perry Point, Md F. o. b. Perryville, Md SOK do 641 
27... Providence, R. I__- F. 0. b. Providence, R. I on 1c 641 
28.......| Richmond, Va...-- F. 0. b. Richmond, Va 7, 3K lo 6Al 
Ye Roanoke, Va F. 0. b. Salem, Va 15, 000 do 641 
30... Rutland Heights, Mass F. o. b. Holden, Mass 7, 200 do (Al 


See footnotes at end of table. 
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Coffee (supply contract )—Continued 


GROUP A—Continued 


Supplies or services 


— Quantity 














Item — Unit 
No. Veterans’ Administration pe pone Unit | price 
hospitals, enters and Deliver to destination indicated of units) 
domiciliaries | | 
_-----| Sunmount, N. ¥ F. 0. b. Tupper Lake, N. Y....- 6,000 | Pound $0. 641 
32! _.| Togus, Maine F. o. b. Augusta, Maine 9,000 |...do_- . 641 
33......./ Washington, D. C... F. 0. b. 265C Wisconsin Ave. NW., 3,950 |...do . 641 
Washineton, D.C. | 
24 West Roxburv, Mass _.| F.o. b. West Roxburv, Mass 4,200 |_..do } . 641 
35._....-| White River Junction, Vt.| F. 0. b. White River Junction, Vt 2, 250 |...do | . 641 
36 Wilkes-Barre, Pa F. o. b. Wilkes-Barre, Pa 5 3,600 |_..do . 641 
ail Wilmington, Del F. o. b. Flsmere Junction, Del 1, 500 do . 641 
382 Altoona, Pa F. 0. b, Altoona, Pa 1, 800 do . 641 
9? Baltimore, Md F. 0. b. Baltimore, Md ‘ 1, 800 |...do . 641 
402 Boston, Mass F. 0. b. Boston, Mass es 8,000 |_..do 641 
412 Prockton, Mass F. 0. b. Brockton, Mass | 8,000 |...do . 641 
422 Clarksburg, W. Va F. 0. b. Clarksburg, W. Va 1, 800 do . 641 
432 Fast Orange, N. J F. o. b. Fast Orange, N. J 2 ®, 000 do . Al 
443 .-| Framingham, Mass F.o. b. Framingham, Mass 9, 600 0) 641 
453 New York, N. Y F. 0. b. New York, N. ¥ 8, 000 do 641 
462 Philadelphia, Pa F. 0. b. Philadelnhia, Pa | 3. 000 do . 641 
472 Pittsburch, Pa. (hospital | F. 0. b. Pittsburgh, Pa 8, 000 do | 41 
No. 5242 
482 . Pittsburgh, Pa. (hospital do - 8, 000 do . 1 
No. 5243 
2 Svracuse, N. Y . F. o. b. Svracuse, N. Y 3, 000 do 641 
51 3 West Haven, Conn F. 0. b. West Haven, Conn 8, 000 do .6Al 
GROUP B 
| 
53 | F. 0. b. Pineville, La 5,000 | Pound__| $0. 6688 
54 F. o. b. Amarillo, Tex 1,100 do | . 70 
55 F.o. b. Augusta, Ga aaa " 6, 600 do | . 68 
56 ‘ do... Laidenaee 3, 600 |_..do cae 
. | 
57 Bay Pines, Fla F. o. b. Bay Pines, Fla.... a 10, 000 do | . 691 
58 Big Spring, Te F. o. b. Big Spring, Tex ‘ 2, 050 do | 7128 
59 _ Piloxi, Miss F. o. b. Biloxi, Miss viene 9, 500 do . 6642 
60 1_. Bonham, Tex F. 0. b. Bonham, Tex - 3, 000 do . 7077 
61 Chamblee, Ga. (Lawson | F. 0. b. Chamblee, Ga....--.---.-.-- 3, 600 .do . 68 
C eneral 
62 Columbia, 8. C F. 0. b. Columbia, 8. C...--- 3, 600 |_..do . 678 
63 .-| Coral Gables, Fla F. 0. b. Miami, Fla save i 1, 800 do . 691 
Dallas, Tex F. 0. b. Dallas, Tex 2, 400 do__.. . 7077 
65......-| Dublin, Ga F.o. b. Dublin, Ga a 2, 400 do . 691 
66.......| Favetteville, Ark F. o. b. Fayetteville, Ark. -- ‘ 2, 500 do . 6862 
Ot Fayetteville, N. C F. o. b. Favetteville, N. C....---- 3, 000 do . 6996 
68_......| Gulfport, Miss F. 0. b. Gulfrort, Miss _ - 6, 600 do . 6642 
69.......| Houston, Tex F. 0. b. Houston, Tex > 8, 100 do . 6719 
70 _...| Jackson, Miss F. 0. b. Jackson, Miss . 3, 600 do . 6667 
Wheswbce Kerrville, Tex. (Legion F.o. b. Legion, Kerr County, 3, 600 do . 6966 
| branch). Tex. 
7. Lake Citv, Fla F. o. b. Lake City, Fla.........- : 3.000 do . 691 
ek eses Little Rock, Ark F. o. b. Little Rock, Ark....--. 3, 000 do . 6918 
iets Marlin, Tex F. 0. b. Marlin, Tex at 1, 350 do . 6939 
ae McKinney, Tex F. o. b. McKinney, Tex 2, 800 do . 694 
Memphis, Tenn F. o. b. 1025 E. H. Crump Blvd., 2, 250 do 6697 
Memphis 4, Tenn. 
9. J do F. 0. b. Park Ave. and Getwell St., 10, 500 do . 6697 
Memphis 15, Tenn, | | 
78 - fontgomery, Ala F. o. b. Montgomery, Ala 3, 400 do . 6691 
79! Moutain Home, Tenn F. o. b. Johnson City, Tenn 23, 000 do . 672 
OF: . Murfreesboro, Tenn F. o. b. Murfreesboro, Tenn ‘ 6, 600 do | . 6726 
Ghee wcs Muskogee, Okla F. o. b. Muskogee, Okla 1, 550 do . 6962 
at Nashville, Tenn F. o. b. Nashville, Tenn... 6, 000 do . 6726 
De niin _| New Orleans, La., (La- | F. 0. b. New Orleans, La 2, 400 do | . 6587 
Garde) 
84_......| North Little Rock, Ark F. o. b. North Little Rock, Ark 15, 750 do i . 6918 
oe Oklahoma City, Okla. | F. o. b. Oklahoma City, Okla 1, 500 O6.<i..1 . 6969 
(Hospital No. 5172). | 
86.......| Oteen, N. C F.o. b. Azalea, N. C 10, 200 do | . 675 
87 1_____.| Shreveport, La F. o. b. Shreveport, La 2, 100 do | . 6708 
_ Swannanoa, Division of | F. 0. b. Swannanoa, N. C 4, 800 do | . 675 
Oteen, N. C | 
BPs cont Temple, Tex F. o. b. Temple, Tex 6, 500 do | . 6939 
90 3 Thomasville, Ga F. o. b. Thomasville, Ga_- 3, 600 do | . 68 
Whaat Tuscaloosa, Ala F. o. b. Tuscaloosa, Ala 5, 550 do . 6689 
92 Tuskegee, Ala F. o. b. Tuskegee, Ala 9, 600 .do . 6712 
@3 t._.....!} Waco, Tex... a WO Wiis wesncnconatc’ 16, 500 |...do__.__]| . 694 


See footnotes at end of table. 
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Coffee (supply contract )—Continued 
GROUP B—Continued 


Supplies or services 


TS . — Quantity 
(number 


Veterans’ Administrati 
eteran administration of units) 


hospitals, centers and 
| domiciliaries 


Deliver to destination indicated 







| Birmingham, Ala F. o. b. Birmingham, Ala 3, 000 
Durham, N, C._-- F. 0. b. Durham, N. C__-. 3 000 
New Orleans, La., (Hos- | F. o. b. New Orleans, La 3, 000 

pital No. 5). 
Oklahoma City, Okla., | F. 0. b. Oklahoma City, Okla 3, 000 

| (Hospital No, 5224). 

| Saliabury, N. C........... F. o. b. Salisbury, N. C..-.--- 8, 000 


GROUP C 


Brecksville, Ohio F. o. b. Redford, Ohio 2 850 
Chillicothe, Ohio F. o. b. Chillicothe, Ohio 21, 000 
Cleveland, Ohio oe F. o. b. Cleveland, Ohio 9, 500 
.| Clinton, Iowa_............| F. 0. b. Clinton, Iowa 5 000 
.-| Danville, M_..............| F. 0. b. Danville, I 10, 050 
--| Dayton, Ohio....... ...-| F. 0. b. National Military Home, 28, 000 

Ohio, via |‘ayton Ohio, Home 

Ave., rural route delivery 

.| Dearborn, Mich F. 0. b. Dearborn, Mich 7, 800 
..| Des Moines, lowa F. 0. b. Des Moines, Iowa 3, 600 
Downey, lll F. o. b. North Chicago, Il 38, 500 
do F. o. b. Dwight, Il 1, 800 
Excelsior Springs, Mo F. o. b. Excelsior Springs, Mo 2, 000 
Fargo, N. Dak I ». b. Fargo, N. Dak 1, 000 
Fort Custer, Mich ht F.o. b. Rattle Creek, Mict 18, 000 
Fort Benjamin Harrison, | F. 0. b. Fort Benjamin Harrison, 3, 000 


Ind. Ind 


Fort Meade, 8. Dak... -. F. o. b. Sturgis, S. Dak 5, 000 
Fort Thomas, Ky | F. 0. b. Newport, Ky 4, ROK 
Fort Wayne, Ind F. o. b. Fort Wayne, Ind 1, 80K 
Grand Island, Nebr F. o. b. Grand Island, Nebr 1, 000 
Hines, Ill. .... | F. o. b. Chicago, Il, for store- 28, 00K 
door delivery, Hines, Tl 
Hot Springs, 8S. Dak......| F. 0. b. Hot Sprirgs, 8. Dak 6, OO 
Indianapolis, Ind_........| F.o. b. 1481 West 10th St., Indian- 3, 000 
apoli:, Ind. 
Iron Mountain, Mich F. o. b. Iron Mountain, Mich_._- 1, 5 
Jefferson Barracks, Mo F. 0. b. Jefferson Barracks, Mo 6, 600 
Knoxville. lowa : F. o. b. Kroxvi le, Jowa........... 15, 000 
| Lexington, Ky.....-- _.| F.o. b. Lexington, Ky 9, 000 
Lirecoln, Nebr F. o. b. Lineoln, Nebr 1, 800 
Lonisville, Ky. (Zorn and | F.o. b. Louisville, Ky-- 7, 206 
Mellwood). 
Madison, Wis-.- F. o. b. Madison, Wis 3, 000 
Marion, II] F. o. b. Marion, Ill 1, 950 
Marion, Ind 5 F. o. b. Marion, Ind 15, 600 
Minneapolis, Minn........| F.o. b. Building 222, Fort Snelling 6, 900 
Minn. 
Minot, N. Dak. -..--. F. 0. b. Minot, N. Dak_- 600 
Omaha, Nebr-- F. 0. b. Omaha, Nebr 3, 900 
| Outwood, Ky_............| F. 0. b. Dawson Springs, Ky 2, 800 
Poplar Bluff, Mo....- F. o. b. Poplar Bluff, Mo 1, 000 
Saginaw, Mcih c F. o. b. Saginaw, Mich 900 
fioux Falls, 8. Dak. -.-.-- F. o. b. Sioux Falls, 8. Dak. 800 
Epringfield, Mo F. o. b. Sprirgfie'd, Mo. 500 
St. Cloud, Minn....- ..| F.o. b. St. Cloud, Minn 10, 050 
Tomah, Wis F. o. b. Tomah, Wis 8, 300 
...| Topeka, Kars...._-. F. o. b. Topeka, Kans.‘ 7, 000 
..| Wadsworth, Kans F. o. b. Wadsworth, Kans 15, 900 
..| Waukesha, Wis_- F. o. b. Waukesha, Wis 1, 900 
..| Wichita, Kans_. F. o. b. Wichita, Kars 1, 8r¢ 
...| Wood, Wis Ase F. o. b. West Allis, Wis 27, 000 
...-| Ann Arbor, Mich_........| F.o. b. Ann Arbor, Mich 3, 000 
tava A NI, MIRE Sicehcalsinnt ect ..| F. 0. b. Chicago, ll 3, 000 
.-| Cincinnati, Ohio_....-. .| F. o. b. Cincinnati, Ohio 3, 000 
.-| lowa City, Iowa ...---| F. 0. b. Iowa City, Iowa 3, 000 
.-| Kansas City, Mo.....-.--- F. o. b. Kansas City, Mo 3, 000 
St. Louis, Mo.............| F.o. b. St. Louis, Mo 3, 000 


footnotes at end of table. 
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682 
7007 
. 6867 
6961 
. 6992 
715 
6967 
. 6962 
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. 6962 
. 6957 
7125 


. 6845 
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. 6977 
. 6991 
. 691 


. 7072 
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Coffee (supply contract )—Continued 


GROUP D 


























oO ice 

It : Ur 

Ne \ ns’ Ad { Unit 

he tal nt i Del t lest t i ted 
151 Albuquerque, N. Mex F. o. b, Albuquerque, N. Mex 5,100 | Pound $0. 722 
152 American Lake, Wast F. 0. b. Ft. Lewis, Wash 6, 000 a 6808 
153 Be , Idaho F. 0. b. Boise, Idaho 1,000 |_..do 6944 
1543 Camp White, Oreg F. o. b. Camp White, Medford, 4, 000 do 694¢ 
Oreg 
] Cheyenne, Wyo F. o. b. Cheyenne, Wy 1, 400 do 7049 
156 Denver, Colo F. o. b. Denver, Colo 3, 000 do 7049 
157 Fort Bayard, N. Mex F. o. b. Bayard, N. Mex 1, 600 do 725 
158 1 Fe ! Mont F. o. b. Helena, Mont 2, 000 do 7044 
15Y Ft n, le I b. Fort Lyon, Colo 5, 550 1o 713 
16 Fresno, Calif I b. Fresno, Calif 2, 100 i 701 
161 F. o. b. Grand Junction, Cok 600 do 786 
162 F.o. b. Livermore, Calif 2, 450 10 
16. F. o. b. Long Beach, Calif 14, 400 do 69 
164 F. o. b. Soldiers’ Calif 66, 000 do 69 
16 F. o. b. Oakland, Calif 5, 100 i 704 
If F.o. b. Pal Alto, Calif 12, 900 1 704 
167 F. o. b, Phoenix, Ariz 1, 800 do 708 
168 F. 0. b. Portland, Oreg 4,100 do 685 
169 F. o. b. Reno, Ne 1, 000 do 768 
Li F. o. b. Roseburg, Oreg 4, 500 do 6946 
171 Utat F.o. b. Salt Lake City, Utah 1, 500 i 7025 
172 F, o. b. San Fernando, Calif 6, 000 lo 7 
173 de 100 do 74 
174 F.o. b. Seattle, Was! 2, 700 do 681 
175 F. o. b. Sheridan, Wyo 3, 800 do 7049 
17¢ F. o. b. Spokane, Wash 1, 500 d 687% 
177 n, I b. ‘lueson, Ariz . $, O00 10 l 
178 \ 1V F. o. b. Vancouver, Wash 5, 70K do 68 
\, Walla Walls, Wa F. 0. b. Walla Walla, Was! 2, 700 io Ase 
l Whippl Ariz I b. Prescott, Ariz 4,450 j 712 
181 2 M City, Mont } b. Miles Cit Mont 1, OO 
1823 alt Lake City, Uta F.o.} alt Lake City, Utal 000 
H s ( 2 
l i Ad r 
‘ at requ i al sy Or May not be re ed. Shipr tS will t be r 

0 ( fr the + off r the silat 

D ra A‘ It it Lar 

4A for delivery to Toy hall t ‘urn n a ance with t xt agra] 
on p, 1 attac 1 I I I ca HHH-¢ 

N ( tra ‘ r ‘ + smce W I ¥ ( show ‘ 
pita rdo ilar 

Del all ite s to be made 6 equal shipments to the neare ntainer; }¢ tal qua 
Jul 992 t t , Jul tal qua \ 1, 1952; 46 of t juan 
tity, , 1952 sl quar ; 1, 1952; and 14 of the , sntity, Sept., 15, 1952 

Delivery to be mad I ited in the delivery schedule of the contract and sccordal 1 
of Su; entary General Pr ns, W h requires the contractor to release shipment in 
at d sti ecified from | ‘ 1 advance of the scheduled delivery dates See par 
excer Federal ‘ HHH l 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., February 26, 1952 
Mr. CARL R. Gray, Jr., 
Director, Veterans’ Administration, Washington, D. C. 

Dear Mr. Gray: Mr. Irving Manning, manager of the manufacturing division 
of Smart & Final Co. of Los Angeles, has sent me a copy of his letter to you of 
February 8. His letter raises a very serious question regarding the purchasing 
procedures used by the Veterans’ Administration. I would like very much to 
see a copy of your reply to Mr. Manning. 

From the information which I have before me, it would appear to be to the 
best interests of,the country as a whole if the Veterans’ Administration coffee 
were purchased by the Quartermaster Department, which purchases all military 
requirements for coffee. In this way the coffee could be roasted in plants con- 
trolled by the Army or Navy, thus eliminating any discrepancy in quality, not 











7 
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to mention the saving of expense which such a policy would effect. This is of 
particular interest to me and to other Members of Congress at this time when 
the loose and lackadaisical procurement policies of the various Government de- 
partments are under investigation. 
May I have your opinion on this matter? 
Sincerely yours, 
NORRIS POULSON, 
Member of Congress. 


MarRcH 14, 1952. 
Hon. NORRIS POULSON, 
House of Representatives, 
Washington, D C. 

Dear Mr. Poutson: Reference is made to vour letter of February 26, 1952 

Enclosed is a copy of our reply to Smart & Final Co. of Los Angeles in regard 
to coffee-purchasing procedures of the Veterans’ Administration 

Over the period of years that the Veterans’ Administration has purchased 
coffee, we have studied every phase of the matter, and have come to the conclu- 
sion that our method of purchasing our requirements is the most practicable 
from the viewpoint of economy and quality of coffee. From time to time, we 
have considered procuring coffee through the military services, but this method 
was not considered satisfactory due to difference in blend and numerous small 
deliveries to be made to assure fresh coffee being delivered to hospitals. Our 
present procedure assures the Veterans’ Administration of receiving the neces- 
sary deliveries of fresh coffee at an economical figure. 

Sincerely yours, 
Cart R. Gray, Jr., 
idministrator. 
Enclosure. 


Marcn 12, 1952 
Smart & FIN LCo 
P. O. Bow 1151, Los Ang les, Calif. 
(Attention: Mr. Irving Manning. ) 

GENTLEMEN: Reference is made to your letter of February 8, 1952, regarding 
coffee purchases by the Veterans’ Administration 

You were advised in our letters of July 16 and August 7, 1951, the methods 
used in making awards on our coffee invitations. Perhaps we did not clear up 
one point for you in regard to testing the coffee. 

Our specifications are for 80 percent genuine Madelin Excelso, 40 perce! 
genuine Manizalos Excelso, 30 percent genuine Santos, two and three, all to be of 
finest quality. However, the precise blend is not demanded, and any blend of 
the bidder’s selection that exactly matches, in the cup, the Veterans’ Administra- 
tion standard “control” coffee will be acceptable 

All bid samples received are numbered and forwarded to United States Food 
and Drug Administration for testing against Veterans’ Administration ‘‘control” 
coffee. 

Prior to release of each month’s delivery, a sample of the green coffee is taken 
from contractor’s roasting plant and is tested before shipments can be released. 
Upon receipt of coffee, samples are then taken from each contractor’s delivery 
at various Veterans’ Administration hospitals throughout the United States, 
and additional samples are taken at any time a receiving installation feels that 
coffee delivered does not meet specifications. In every instance, samples are 
taken prior to shipment and after delivery to ascertain if coffee delivered meets 
bid sample. 

It is noted you question the award of group D on our invitation S—111 for 
delivery of coffee during January, February, and March, 1952. The successful 
bid for this group was, as you state, $0.6710 per pound. The following is a 
résumé of bids received on this group: 

$0. 6949 less 2 percent. 

$0. 7044 less 2 percent 

$0. 7129 less 2 percent 

$0. 6760 net 

$0. 6660 net (sample failed) 
$0. 6710 net (award) 

$0. 6810 net 

$0. 6822 net 


25062—53——-34 
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It would seem from these bids that coffee meeting our requirements can be 
delivered at a profit and below $0.70 per pound as quoted in your letter. 

With the view of obtaining fresh coffee at an economical price for our hospitals, 
the Veterans’ Administration has studied the practicability of obtaining coffee 
thorugh the military services. Our present method of purchasing coffee has 
proven satisfactory over a period of years in furnishing to our hospitals coffee 
of the quality and freshness desired. 

Very truly yours, 
JAMES N. O’NEIL, 
Director, Supply Service. 


HHH-C-571 
MARCH 31, 1931 
SUPERSEDING 
U. 8S. G. M. S. 161b 
October 8, 1929 


FEDERAL STANDARD STOCK CATALOGUE 
Section IV 
(Part 5) 


FEDERAL SPECIFICATION FOR COFFEBR 


This specification was approved for promulgation by the Federal Specifications Board 
on March 31, 1931, for the use of the departments and independent establishments of the 
Government in the purchase of this commodity, and shall become mandatory for all depart- 
ments and independent establishments of the Government not later than November 15, 
1931. It may be put into effect, however, at any earlier date, after promulgation. 





A, Applicable Federal Specifications 
A-2. Any special requirements of the individual departments of the Govern- 


ment are noted under Section H. 


B. Types and grades 
B-1. Types.—Coffee shall be such of the following types as may be specified 
in the invitation for bids: 
Type I. Green. 
Type IT. Roasted. 
Subtype (1). Whole bean. 
Subtype (2). Ground. 
2) a Medium quality. 
(2) b. High quality. 
B-2. Grades.— 
Grade A. Shall be equal to. or better than, Santos No. 4, New York Coffee and 
Sugar Exchange Standard, as in effect on date of invitation for bids. 
Grade B. Rio, or similar quality coffee, to be not lower than Rio Grande No. 4, 
New York Coffee and Sugar Exchange Standard, as in effect on date of invitation 
for bids. 


CO. Material and Workmanship 

C-1. As to material, shall be as prescribed under Detail Requirements, and 
as to workmanship, so far as applicable, shall be in accordance with best com- 
mercial practice. 

D. General Requirements 

D-1. All deliveries shall conform, in every respect, to the provisions of the 
Federal food and drugs act of June 30, 1906, and amendments thereto, and 
to subsequent decisions of the United States Department of Agriculture, all 
as in effect on date of invitation for bids. 

E. Detail Requirements 

E-1. Grade A.— 

E-la. Type I, green coffee: Shall be sound coffee beans of medium size and 
generally regular. Shall be fair to good roasters and free from Rio or other 
objectionable flavors. Shall be such as will produce good soft cup quality, 
including body and flavor. Each delivery of green coffee should be limited 
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to a single chop, but if the contractor proposes to furnish from more than one 
chop, the number of chops he proposes to furnish shall be indicated in the pro- 
posal, and in such latter instances, the bidder shall, when bid samples are called 
tor, submit a sample from each chop he proposes to furnish. 

E-1b. Type II, roasted coffee: Shall be produced from a green coffee meeting 
all the requirements above prescribed for type I, and shall have been thoroughly 
cleaned and stoned before roasting. Shall be roasted in accordance with best 
commercial practice and without the addition of water except in sufficieat 
quantity to prevent burning. 

E-le. Type II, subtype (1)a, roasted, whole bean: Each delivery of roasted 
coffee, whole bean, should be limited to a single chop, but if the contractor 
proposes to furnish from more than one chop, the number of chops he proposes 
to furnish should be indicated in the proposal, and in such latter instances, 
the bidder shall, when bid samples are called for, submit a sample from each 
chop he proposes to furnish. 

E-4. Type II, subtype (2)a, roasted, ground, medium quality: Shall be pro- 
duced from coffee meeting all the requirements of type II. Unless otherwise 
specified in the invitation for bids, shall be finely ground. 

E-le. Type II, subtype (2), roasted, ground, high quality: Shall be of medium 
roast, straight or blend, of high quality, rich, full body, medium to sharp acidity, 
excellent flavor and aroma, and thoroughly cleaned and roasted. Shall be free 
from sour beans, and musty, earthy Rio, or other objectionable flavors. Unless 
otherwise indicated in the invitations for bids, shall be finely ground. 

E-2. Grade B.— 


OD. 


}-2a. Type I: Shall be sound, clean beans of medium size. 


F. Method of Inspection and Test. 

F-1. Inspection shall be made at point of delivery by the receiving agencies 
unless otherwise specified. 

F-2. Chemical analyses, if required by the purchaser in the examination or 
testing of samples and deliveries under this specification, shall be made in accord- 
ance with methods of the Association of Official Agricultural Chemists in effect 
on date of invitation for bids. 

G. Packaging, Packing, and Marking. 

G-1. Any special requirements of the individual departments are noted under 
Section H. 

3-2. Packaging.—Unless otherwise specified, commercial packaging is accept- 
able under this specification. 

G-3. Packing.—Unless otherwise specified, the subject commodity shall be 
delivered in standard commercial containers, so constructed as to insure accept- 
ance by common or other carriers for safe transportation, at the lowest rate, to 
the point of delivery. 

GH. Marking.—Unless otherwise specified, shipping containers shall be marked 
with the name of the material, number and sizes of packages and the total 
quantity in the container, as defined by the contract or order under which the 
shipment is made, the name of the contractor, the number of the contract or 
order, and date of packing. 


H. Requirements Applicable to Individual Departments. 

H-1. The following departmental specifications of the issue in effect on date 
of invitation for bids shall respectively form a part of this specification. 

H-1la. United States Army Specification No. 22-42, “Supplies, Subsistence, 
for the United States Army, Conditions Governing the Purchase of.” 

United States Army Specifications No. 100-2C, “Standard Specifications for 
Marking Shipments.” 

H-la (1). The following shall apply as to purchases for the Army: 

H-1la (1)a. All coffee shall be of grade A as indicated in paragraph B2 of this 
specification. 

H-la (1)b. Type II, either subtype II-(1), whole bean, or subtype II (2)a, 
ground, medium quality, i. e., coffee, roasted or roasted and ground, are the 
prescribed components of the Army ration, and shall be used in computing the 
cost of the ration. Type II, subtype II—-(2)b, roasted, ground, high quality, is 
for sales purposes only. 

H-1la (1)c. Coffee of types I and subtypes II—(1) and II-(2)a shall be subject 
to reinspection for quality, soundness, and quantity at time of delivery before final 
acceptance. 








524 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


H-la (1)d. Types I and subtypes II-(1) and II-(2)a shall be purchased 
on bid samples. Invitations for bids shall state specifically the minimum 
quantity of each item that must be furnished as a sample, which will only be 
sufficient to permit of usual tests and comparisons with specifications before 
the awards as well as after the deliveries have been made. Samples shall be 
submitted by bidders so as to reach the office of the purchasing officer at least 
24 hour prior to the hour set for opening bids. Samples submitted must be fur 
nished free of expense to the Government, and should show on the outside of 
the container, or tag attached thereto, the circular proposal number, place, and 
date of opening bids to which the same pertain, and the names and location of 
the bidder submitting the samples. Samples will not be received after the time 
for opening bids. The coffee shall be subject to reinspection for quality, sound- 
ness, and quantity at the time of delivery before final acceptance. The Govern- 
ment reserves the right to mutilate or destroy any samples submitted whenever 
necessary to do so for purposes of testing. No payment will be made for samples 
mutilated or destroyed in this connection. 

H-la (1)e. In the purchasing of subtypes II-(1) and II-(2)a, samples of 
the green and of the corresponding roasted or roasted and ground coffee shall 
be submitted with each bid. Proposal to furnish a blended coffee shall be ac 
companied by separate samples of the green and of the corresponding roasted 
or roasted and ground coffee of each variety it is proposed to use, in addition 
to the properly blended samples. 

H-la (1)f. Packaging and packing.— 

Type I. Green coffee: Shall be in original bags. 
Type II, subtype II—(1) : Coffee, roasted, whole bean: 
In square or rectangular lacquered tin containers, hermetically sealed 
or screw top, as specified, net weight 25 pounds, 1 or 2 to the case. 
In 25 or 50 pound drums, 
In new burlap bags, 50 pounds net capacity, with waterproof Kraft 
crepe interliners 
Type II, subtype II—(2)a, roasted and ground: 
In 25-pound cans, 2 to the case. 
In 25-pound paper-lined drums. 
In 50-pound paper-lined drums. 
In 100-pound paper-lined drums. 
In new burlap bags, 50 pounds net capacity, with waterproof Kraft 
crepe interliners 
Type II, subtype II-(2)b (for sales purposes only) : 
In cartons, 1 pound net weight, 50 to the case. 
In cartons, 2 pounds net weight, 24 te the case. 
In cartons, 3 pounds net weight, 12, 20, and 24 to the case. 
In tin cans, 1 pound net weight, 24, 30, 50, and 60 to the case. 
In tin cans, 2 pounds net weight, 24 to the case. 
In tin cans, 3 pounds net weight, 12 or 24 to the case. 

H-1b. Navy Department.—“‘General Specifications and Conditions of Delivery 
Applying to Provisions Contracts.” Copies of such publication may be obtained 
without cost upon application to the Bureau of Supplies and Accounts, Navy 
Department, Washington, D. C. 

H-1b (1). The following shall apply as to purchases for the Navy: 

H-1b (1)a. Coffee shall be of grade A as indicated in paragraphs B2 of this 
specification. 

H-1b (1)b. Green coffee shall be graded and sampled by an expert or experts 
selected by the Government. Prior to delivery, the contractor shall submit a 
l-pound sample (or as many as may be required for inspection purposes) of the 
coffee, both green and roasted, of each chop or mark he proposes to furnish, to 
the point designated by the activity placing the order for delivery. 

H-1b (1)c. Packaging.—Shall be in the original sacks as shipped from the 
particular producing country. 

H-—1b (1)d. Notes as to purchases for the Navy. 

Net weight only will be paid for, except that any weight in excess of that 
marked on the sacks will not be paid for. 

The samples submitted by the contractor for inspection purposes (prior to 
delivery) shall be marked to show name of contractor, contract number, and 
chop or mark from which delivery is to be made. 

H-1le. Marine Corps.—Instructions issued by the Quartermaster Department, 
United States Marine Corps. 
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ll-ld. Veterans’ Administration Coffee pure hased by and for the Veterans’ 
\dministration shall be freshly roasted, in prime condition, free from mustiness 
sour or seriously damaged beans, and shall produce approximately forty cups 


RA sll 


A f satisfactory coffee to the pound Shall exactly match in the cup the Ve te rans’ 
ninistration standard control coffee against which samples and deliveries 
ll be cup tested, a sample of which control coffee shall be furnished prospe 
é e bidders with the invitation to bid 
\s an aid to bidders in blending coffee to exactly match the distinet cup char 
teristics of the Veterans’ Administration standard control coffee, the kinds 
nd approximate proportions of the various coffees put into e control, as 
ished prospective bidders, will be described in the in ition to bid 
H—id 1). Bidder shall furnished with his bid sa nples of ¢ products he pro 
; ses to deliver under his bid; quantity, size, and time of d ery of such 
ples to be called for by the invitation to bid 
I. Notes 
1. Invitations for bids shou stat ype and grade of subject commodity 
nd style of packaging desired 
I~2. This specification governs all United States Government purchases of this 
mumodity, except as to articles purchased under specilied brand names and not 
der specification requirements, where ich purchases, for resale purposes, are 
luly authorized 
I-35. Copies of this specification may be obtained upon application, accom 


mnied by cash or money order, to the Superintendent of Documents, Govern 
ment Printing Office, Washington, D. C Price 5 cents 

I+. The advantages of interested individuals may be served by the procure- 
ent of the Index of Federal Specification 

mpanied by cash or money order, to the Superintendent of Documents, Gov 
rnment Printing Office, Washington, D. ¢ Price, 5 cents 

I~. Should material be offered by bidders under brand names, catalogue or 
“lel numbers, they must signify in the bid that material so offered meets this 


s, obtainable upon application, ac 





pecification in all respects 








NOTICH When Government drawings, specifications, or other data are used for any 
irpose other than in connection with definitely related Government procurement oper 

n, the United States Government thereby incurs no responsibility nor any obligation 

vhatsoever, and the fact that the Government may have formulated, f y 
iy supplied the said drawings, specifications, or other data is not t by 

mplication or otherwise as in any manner licensing the holder or or 
r. t n 





n, or conveying ny rights or permission to manufact 
te nvention that may in any way be related thereto 














FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART III 


(Seetion 4) 


(Meeting held to study the operations of the Federal Supply Service 
of the General Services Administration, San Francisco, Calif.) 


TUESDAY, AUGUST 26, 1952 


House OF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
oF THE CoMMITTEE ON EXPENDITURES 
IN THE Executive DerartMENnts,' 
San Francisco, Calif. 

The subcommittee met at 3: 30 p. m., in room 421, Appraisers Build- 
ing, 630 Sansome Street, San Francisco, Calif. 

Present: Representatives Herbert C. Bonner (chairman), Cecil M. 
Harden, and Chet Holifield. 

Staff members present: Thomas A. Kennedy, general counsel; Ray 
Ward, staff director; and Herbert Roback, staff director, Reorganiza- 
tion Subcommittee. 

Also present : Jess Larson, Administrator, General Services Admin- 
istration; Harlan C. Maaske, Deputy Regional Director, Federal 
Supply Service, region 9, GSA; Clifton E. Mack, Commissioner of 
Federal Supply, GSA; Maxwell Elliott, general counsel, GSA; 
Herbert Macomber, Jr., associate general counsel, GSA; Robert 
Bradford, Regional Director, region 9, FSA; Clarence W. Hull, re- 
gional counsel, GSA; Robert L. Bennett, Chief of the Federal Supply 
Division at Los Angeles; Earl R. Morford, Chief of the Stores Di- 
vision for this region of the GSA; Robért C. Utzelman, regional 
traflic manager; Darrel E. Bray, stores division liaison officer ; Robert 
E. Reno, Chief Inspector, Federal Supply Service; Robert I. Ashby, 
Chief of the Purchase Division, Los Angeles and San Francisco; 
Harry Folmer, Acting Chief, Personal Property Utilization Division ; 
Rex A. Fones, Chief of the Accounts and Reports Division, Office of 
the Comptroller; Richard Greenburg, regional comptroller; and 
Ray M. MecNarny, Chief of the Building Management Division, Pub- 
lic Buildings Service. 

Mr. Bonner. The subcommittee will come to order. 

First, as chairman of the subcommittee, I want to thank Mr. Jess 
Larson and his staff for the kind invitation issued to us to attend the 
dedication exercises held at your new warehouse, and to say that 
personally it was refreshing to me to see the full cooperation of the 


1 Name changed to Committee on Government Operations, July 1, 1952 
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military services and others attending the luncheon, cooperating with 
you in making possible a Government function that has a great 
responsibility and can serve a tremendous purpose and bring about 


more efficie ney and economy throughout the Government. It is co- 
operation of that kind that has made America great and will con 
tinue to keep us a great Nation. With such cooperation, we needn't 
have any fear from any other part of the world. 
Gentlemen, I am sure you all know that the so-called Bonner sub 
committee has been studying Federal supp ly management, particul 


arly in the military agencies, for a peri l of x couple of years. We 
have visited man} military saheliatioies both in the United State 
and overseas, and have found, as you know from our reports, that 
there is great extravagance and waste in the military supply system 


particularly as it affects common items and services. 


AIR FORCE WILLING FOR GENERAL SERVICES ADMINISTRATION TO SUPPLY 
COMMON TTEMS 


Since the General Services Administration, which was set up unde 
the Holifield Act, has great responsibility in the matter of common 
supply for all Federal agencies, we want to discuss the problem with 
you today. You perhaps have seen from the press releases that the 
high officers of the Air Force have now agreed to turn over their 
administrative supply responsibilities to other agencies, including 
the General Services Administration. 

I would like to call to your attention a news clipping from the 
Dayton Journal-Herald of August 20, headlined “Common Supply 
Service Is Agreed by the Air Force,” and another headline from the 
Dayton paper: “Air Force Drops Bulky Supply System.” Still 
further another headline: “Congressional Group Pleased with AM€ 
Bonner Committee Heads Study on Air Force; Not Triplicating 
Supply Services.” 


ABILITY OF GENERAL SERVICES ADMINISTRATION TO ASSUME WORKLOAD 


So far as we were able to ascertain during our visit to Dayton, 
the Air Forces have now come to the pon t where they are perfec tly 
agreeable that their general purpose supp lies that are intended to be 
handled by the General Services be furnished by the General Services. 
But, as you know, this is a big business, and we want to discuss with 
you your ability to assume the responsibilities of this magnitude. 

[ am sure you realize that this subcommittee cannot with conscience 
recommend that a military agency turn over supply or logistic re- 
sponsibility to a civilian agency unless we are certain that the civilian 
agency can deliver the goods. We can’t expect the Air Force to go 
through with their commitments unless your agency is perfected to 
the point that there will be no criticism of your service to the Air 
Force or to the other branches of the national defense or to any Gov- 
ernment agency who calls on you for supply. 

Mr. Larson and your staff, I would like to have an open and frank 
discussion with you, and the members of this subcommittee will appre- 
ciate your discussing the problems that confront us and confront you 
at this time. I know that a warehouse like the one we visited today 
must handle volume business at low cost if it is to be justified. Will 
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vou be frank in discussing with us where we stand now in the matter 
and what is necessary in the way of legislation, or any suggestions you 
might make to this committee as to what would be helpful to you in 
perfecting your organization and bringing it into its full responsibility, 

Of course, the subcommittee is glad to have present today with us 
Mr. Holifield. who is a ranking member of the full committee and has 

carried on most responsibly the assignments that have been given a 
by the chairman of the full committee, and is to be commended for 
activity in committee work in the Congress. 

The hearings of this subcommittee and the activity of this subeom- 
mittee have been nonpolitical. We have not sought sensational news- 
paper publicity. We have tried to conduct ourselves in a dignified 
way so as to gain the respect of the men in the services and other Gov 
ernment officials, whether they are in the military or civil service, or 
the bureaucrats, as some call them: and to find out the substantial 
things that need improving. You know, as well as we know, that the 
budget has to be balanced and has to be reduced. It is up to you men 
to help do it. 

Now, Mr. Larson. do you have any opening comment to make ? We 
will be glad to hear it. 


STATEMENT OF JESS LARSON, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Mr. Larson. Thank you, Chairman Bonner, Mrs. Harden, Con- 
eressman Holifield. I do not have a prepared opening statement. 1 
wish to express my personal appreciation, and [ am sure that I speak 
for my colleagues in expressing sincere appreciation of your remarks. 

We are available here today for the conduct of the business of the 
subcommittee, to furnish you such information as we may, and to make 
any frank comments about our npopeanines and about the over-all Gov 
ernment or Federal supply systems generally that we are able to make 
as a result of our 3 years of wale nce and 3 years of responsibility in 
this field. 

With me are Mr. Clifton E. Mack, whom you know, Commissioner 
of Federal Supply, and Mr. Maxwell Elliott, general counsel of the 
General Services Administration, both of whom are from Washington. 
Also we have here Mr. Robert Bradford, the Regional Director of Re 
gion 9 of General Services Administration, and his staff, who are pre- 
pared to enlighten the subcommittee and furnish such information as 
the committee might desire, from their point of view as operators on 
the actual working, supplying, using level of the Government. 

I would like to have Mr. Mack join me here, and Mr. Elliott, and 
Mr. Bradford, if they will pull up chairs, and we will make ourselves 
available to the subcommittee as you see fit, sir. 

Mr. Bonner. There is a field in civilian agencies, as well as military 
agencies, where you are supposed to supply certain items. Now, are 
there statistics available to show the volume of these items and the ex- 
tent to which you have been able t to supply them during the existence 
of your organization in this region ? 


GENERAL SERVICES ADMINISTRATION SHOULD REDUCE GENERAL OVERHEAD 


The reason I ask that is because, if your organization is justified 
in existing, then you should get in this field and relieve the other 
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agencies, both military and civilian, of their responsibilities, and 
cause a reduction in their requested budget. 

Mr. Larson. I am sorry, Mr. Chairman; we do not have the infor- 
mation by region that you request. 

Mr. Bonner. You serve this region and these military installations. 


DATA NOT AVAILABLE AS TO USAGE OF ITEMS 


Mr. Larson. The reason we do not have it is that we do not have 
the information as to what the total use of those items is by all of 
the Federal agencies, including the military, in this region, or in the 
country as a whole, for that matter. We have reasonable estimates. 

Mr. Bonner. We are just confining it to this region, and I think 
it will be worth while for the record if we approach this subject this 
way, because that is the purpose of you organization here, ultimately ; 
is it not ? 

Mr. Larson. The purposes of our organization, as set forth in the 
Holifield Act, are to be responsible for a Federal supply system in 
the all-inclusive sense of the word. Specific provisions of that act, 
however, as you recall, provide that the Secretary of Defense may 
exeinpt the military establishments from any rules and regulations 
promulgated by the ‘Ceneral Services Administrator, if in his opinion 
compliance with such rules and regulations would impair the execu- 
tion of the over-all military mission. 

Let me ask Mr. Bradford if he can give some figures or some per- 
centages in more specific reply to your question, Chairman Bonner. 

Mr. Braprorp. I am Robert B. Bradford, the regional director, Mr. 
Chairman. I can give approximate figures as to the percentage or 
total dollar volume of business handled in the fiscal year 1952 by this 
region on behalf of the military services, but I don’t know what per 
centage that is of what the military bought for the area. 

Of our direct issues in this region, it would be my estimate that 
about $2,700,000 worth of common-use property was issued by us to 
the military services, representing a little bit less than half of what 
we issued to all of the governmental agencies. And on direct deliv- 
eries I would say that our direct-delivery purchases for the military 
amounted to about $1,500,000. That would be a total of $4,200,000 
out of a total business in this region, direct delivery and issues, of 

approximately $12,000,000. What percentage that is of what the mili- 
tary buy themselves and use and consume in this area, I would not 
know. 

Mr. Larson. Let me elaborate further by putting into the record 
for consideration of the committee at this time that the best figures 
we have been able to get hold of, for the over-all requirements of the 
military establishments in this country, of what we term “civilian-type 
common-use items” that have been issued from military depots—that 
excludes such civilian-type common items as might have been bought 
for direct delivery that did not go through a depot, or such items as 
were procured from GSA term contracts which are delivered directly 
to the user 

Mr. Bonner. Under contracts by the General Services? 

Mr. Larson. Contracts made by General Services. [Continues:| 
And cover common-use items and services—that figure, representing 
the volume of civilian-type common items issued from military depots 
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for the yearly period just ended, the fiscal year just ended, is estimated 
to be $240 milhon. That may give you some idea as to what the total 
requirements are. 

We in General Services have in that same period issued from our 
warehouses to civilian agencies, and such military agencies as chose to 
procure through our stores, approximately $60,175,300. That is 
broken down into $23,654,000 purchased by the military and $36,542,- 
100 purchased by civili: an agencies of the Government. 


MILITARY GET 10 PERCENT COMMON ITEMS FROM GENERAL SERVICES 
ADMINISTRATION 


On the basis of these figures, the military agencies are procuring 
trom GSA depots or warehouses, such as you saw today, common-use 
items that they choose to procure from those depots, about 10 percent 
of their requirements. 

I would assume that it would run about the same in all regions, 
except that I might say that, as a result of the sincere effort on the 
part of the military commanders in this region, both the naval com- 
mander and the Sixth Army commander, and Mr. Bradford and his 
staff, there is probably a higher percentage of use by the military 
establishments in this area of GSA facilities than in any other region 
of the General Services Administration, of which there are 10, as you 
KNOW. 


GENERAL SERVICES ADMINISTRATION—AIR FORCE RELATIONS 


Mr. Bonner. Since this understanding with the Air Force, what 
specific problem do you anticipate in General Services in supplying 
the Air Force with the necessary items they must have? Can you 
supply them ? 

Mr. Larson. Let me answer that in brief, and then elaborate on the 
background a little bit, and then maybe come back and answer more 
spec ific ally: : 

In brief, a direct reply to your inquiry is that the only thing that 
remains to be done, in my opinion, is to effect an agreement that will 
point the way for the operations between the Air Force and the Gen- 
eral Services Administration for carrying out this announced policy 
and that agreement should be made on the level of the Secretary's s 
office with the consent and knowledge of the Secretary of Defense, 
acting through his representatives on the Munitions Board, and under 
the authority that he has granted to them. 


LONG DRAWN-OUT NEGOTIATIONS NOT REQUIRED 


I do not mean by that a long drawn-out series of negotiations such 
as have been had over the past 3 years between the General Services 
Administration and the Department of Defense to effect the memo- 
randums of agreement which have been previously testified to at other 
hearings before this committee. I don’t think that it is necessary to 
use that much time. I think with this decision on the part of the Air 
Force that a relatively simple agreement can be reached. 

Mr. Bonner. Now, I want ine luded in the record the statement by 
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the Secretary of the Air Force with respect to this,‘ and I want to ask 
you, then—and I am glad you are here at this hearing—what im- 
mediate action you will take to work out arrangements with the Ain 
Force so that they will not have any grounds for complaint should 
they call on you for service and you are not able to render the service 

Mr. Larson. I have already taken action since this statement cam« 
out, and on our own initiative. The Under Secretary of the Air Force, 
Secretary Gilpatrick, and myself, have had a preliminary discussion, 
a very brief one. 

Mr. Bonner. Since the Dayton conference? 

Mr. Larson. Since the Dayton hearing. The understanding whic] 
I have spoken of I think should be spelled out in detail. 

Assuming that the result of that agreement will be an immediat: 
turning over to the General Services Administraton by the Air Fore: 
of the procurement of a major portion, if not all, of their civilian 
type items, we are in position now to furnish those items to the extent 
that we carry them in stock. Now we do not carry all civilian-typ 
common-use items in stock, because we have not had the volume of 
business to justify it. It will take us some time, but less than 6 months, 
to stock up properly for the purpose of satisfying what we estimate 
the requirements of the Air Force will be. 

The installation which you saw today is a result of our planning 1 
that direction, to take over extended supply activities not only fo 
the military but for civilian agencies of the Government. The pro 
gram as it stands today is approximately 1 year behind the schedule 
that we set out in 1949 to meet. The reason that it is behind is that the 
Korean situation came along and set back the ability of the Congress to 
finance the General Services Administration to meet those targets 
which we had previously set up. But with the type of installation 
which you saw today, with the present organization that the General 
Services Administration has, we can meet what we have observed the 
Air Force requirements to be, without materially increasing our over- 


head. 


GENERAL SERVICES ADMINISTRATION WILL NEED MORE CAPITAL TO SUPPLY 
MILITARY 


We will need, as this business expands, some additional capital, 
which is prov ‘ded a us by spec ific approp riation from the Congress. 
We will not need any additional warehouse space in this area for some 
time tocome. We will not need any appreciable addition to our pei 
sonnel in this area for some time to come, if we take over in the man 
ner which we envisaged in our preliminary talks with the supply people 
of the Air Force as to what constitutes the problem. So we think we 
can render a real service, and the service for which General Services 
was created. 

Now, when we took over this job we were extremely cautious about 
not doing anything or not undertaking anything that we could not 
perform. One of our reasons for that was our know ledge of the ex 
treme importance to the Military Establishment of having dependable 
sources of supply, not only for their common-use items but for their 
technical items. 


‘See Secretary Finletter’s testimony in the hearings on Federal Supply Management 
(Air Force Supply—Munitions Board, p. 60), and testimony of Under Secretary of the Air 
Force Gilpatric, page 4 et seq. these hearings and pp. 99 and 124 of hearings on Federal 
Supply Management (Military and Related Activities). 
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We think that we have established in these facilities such as you saw 
today—with our record of supplying small but comparative ly urgent 
operations of the Government on time and in such quantities as re- 
quired and to such specifications as required, with the common-use 
items needed by the Military Establishment to carry out its operations 
n this country—the basis for any foreseeable expansion. An expan- 
sion that would be necessitated by all-out mobilization would, of course, 
require and demand a somewhat different approach. But that ap- 
proach could be built upon the facilities established during this period 
by the General Services Administration. 
‘ Being apprehensive of that very important consideration, the mili- 
tary commander must have under his direction the means to make 
ivailable to him items required to carry out his mission. Now, how 
does a military commander do that in the case of common-use items? 
He does it by maintaining a force which is largely civilian, to go to 
the civilian sources of supply, the manufacturer and producers of 
this country, to get those items. Weare ina position to do that. 


ECONOMIES IN GENERAL SERVICES ADMINISTRATION 


Mr. Bonner. This subcommittee in its effort to bring about this 
condition has a responsibility. This subcommittee wants to be cer- 
tain that in reaching this agreement your organization can efficiently 
ind effectively carry out the underst: anding, and then we want to know 

vhat economy will be brought about, whether there will be a saving, 
ind if so, to what extent, on a percentage basis. 

Mr. Larson. Of course, that is the meat of the coconut. 

Mr. Bonner. That is a fair question to ask 

Mr. Larson. That isa fair question to ask, 

Mr. Bonner. If we ask the three branches of the armed services to 
ise your facilities then we certainly have a right, and they have a right, 
to ask if it will be efficient, if it will be a step in the direction of econ- 
omy. Those two things must be had if we are going to insist on using 
your facilities. 

Mr. Larson. That is obvious, Congressman, and we certainly concur. 

Mr. Bonner. Then we want to know what economy is going to be 
brought about by this. 

Mr. Larson. Let me give you the result of my experience and 
thinking. 

Mr. Bonner. And is there going to be an economy ? 

Mr. Larson. Let me give you these few observations and then make 
a statement, and let the sube ‘ommittee draw its own conclusion. 

Let’s assume that the General Services Administration is a depend- 
able source of supply, that it has the facilities, that it has the finances, 
that it has the trained personnel, that it has the sense of responsibility, 
and that it is able to meet the requirements of the military in the com- 
mon-use field. 

Mr. Bonner. And one other thing: 
tion of what already exists. 

Mr. Larson. I was leading to that. I was assuming that that exists, 
because we should not attempt to take over this unless those conditions 
do exist. 

Now, there exist today for the convenience and for the needs on the 
part of the commanders in the Milit: ary Establishment such installa- 
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That it will not be a duplica- 
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tions as they must have to meet their responsibilities. There exist 
today organizations in each of the military services for doing just 
that. 


CENTRAL SUPPLY FOR COMMON ITEMS 


The case that I will mention is purely a hypothetical one, but I am 
sure that this subcommittee in its observations of supply installations 

an readily adapt it to your own experience. Let’s assume that in 
wae to meet the requirements of the naval installations in this area 
the Navy maintains a supply level of tables or desks such as these 
here—not so ornate as these, I trust, because the courts are in a class by 
themselves, but such an item, desks that are common, because we al! 
work for the taxpayer, and it is the taxpayer’s dollar that is being ex- 
pended, and the desks should be comparable, whether they sit in the in 
ternal revenue office or whether they sit in the recruiting office of the 
Navy or one of the other recruiting offices here in California—a supply 
level, an inventory of $5 million worth of desks to supply this area. I 
don’t know what the figures are, but let’s say that the Army maintains 
a similar inventory in this area—that is, to supply for 3 months or 6 
months, or whatever their supply level is. And I am not sure, but I 
think the Marine Corps maintains some depots here, and they will 
have some desks. I could be mistaken in that. But let’s say that the 
Marine Corps’ level is $2 million. 

You have there $12 million of the taxpayers’ money invested in in- 
ventories of desks, in order that each commander may meet his re- 
sponsibility of supplying desks to the people in his command. 

Out here at the warehouse you saw today the General Services Ad- 
ministration maintains perhaps a million-dollar inventory of desks to 
meet the requirements of the civilian agencies in this area—or the 
figure on that may be $2 million, making a total of $14 million worth 
of desks. It is our sincere opinion and belief that with an inventory 
of not to exceed $5 million of desks we could sup yply all of the Federal 

requirements for desks in this area, including the Marine Corps, the 
Navy, and the Army. You can see that you have turned loose there 
$9 million of the taxpayers’ money, which will not have to be available 
continuously to maintain that level, because, if the General Services 
Administration is organized so as to turn its inventory over rapidly 
enough, it can meet those requirements without building up above 
the $5 million level. So there is an eventual saving of $9 million. 

That is the type of saving that really means something. That is a 
hypothetical case and the tec chnicians of supply might shoot holes in it. 
But they cannot shoot holes in the logic of it. That is why GSA was 
created. That is what Congressman Holifield and his subcommittee 
had in mind when they advocated a bill on the floor of the House to 
create this establishment, and that is what we have got to do. If we 
don’t do it as between ourselves—and so far we have not done it— 
then it is the responsibility of the Congress to require it to be done, to 
make it mandatory, in my opinion. 

Mr. Bonner. You have taken desks as an example. How many 
items can you effectively and efficiently and more economically supply 
these agencies? 

You can supply it later for the record if you desire. 

Mr. Larson. Let me answer in this way: Unfortunately, that is one 
of those areas where we have been in committee meetings, in confer- 
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ences, conducting studies, surveys, and all that sort of thing, which is 
time consuming and expensive, for 3 years, and I am sorry to say that 
] think we are almost as far apart as to agreeing what are common-use 
items as we were 3 years ago. Some decisions are going to have to be 
made. 


HOW TO GET ACTION BETWEEN DEPARTMENT OF DEFENSE AND GENERAL 
SERVICES ADMINISTRATION 


Mr. Bonner. Then you would suggest to this committee that they 
call down the Secretary of Defense and say we want this thing settled. 
If you are going to exist and go on, conclusions should be reached. 
How long is it going to take ? 


NEW MUNITIONS BOARD CHARTER MAY ITiELP GET DECISIONS 


Mr. Larson. I think that with the new authority that has been given 
by the Secretary of Defense to the Munitions Board we should make 
one last effort to bring this thing to a head and get a decision made 
that we can report to you gentlemen of the Congress and I hope report 
it in operation by the time » the new C ongress convenes, 

Mr. Bonner. It has taken the subcommittee a long time to bring 
that to pass, and this subcommittee has been driving at that very thing 
lor over a yeal 

Mr. Larson. We are presently conducting a very interesting study 
It is headed by a commander of the eae a very bright and efficient 
officer, Commander Raymond, and one of our br ight chaps, Mr. Daly, 
and they have a list of 124 common-use items on which they are trying 
to reach agreement now. 

In my opinion, and this is only my opinion, there are probably at 
least 8,000 or 9,000 items that should and could be agreed upon rela- 
tively quickly. 

Mr. Bonner. Between you and the armed services? 

Mr. Larson. Right. 

Mr. Bonner. Now, I want to get straight on this. Let me ask Mr. 
Bradford, your regional director, this question : 

This subcommittee, through its insistence brought about the test 
run on medical supplies, and it was decided to use the Alameda area 
and the Pacific coast area and the Far East for the test. How long 
would it take your area here to determine just what you could do more 
economically to supply the armed services and all governmental func- 
tions in this area so that we could then make a drive on this particular 
area as a test run to see what you could do? 


STATEMENT OF ROBERT B. BRADFORD, DIRECTOR, REGION 9, 
GENERAL SERVICES ADMINISTRATION 


Mr. Braprorp. Mr. Chairman, I think that within a matter of 2 or 
3 weeks we could tell you specifically how much dollar volume addi- 
tional we could handle for the military i in common-use items, both by 
direct delivery and by warehouse issue. As to the specific items, I 
don’t know whether we would be the determining factor in setting the 
time or not. It would take us perhaps 2 months, with the full co- 
operation of the military—maybe 6 weeks, certainly no longer than 2 
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months—to decide what we could handle, and tell how much it would 
cost the Government to do that, if any more than it costs now. 

Mr. Bonner. In your opinion, what do you think about setting up 
this area as a test for the perfection of your organization ? 

Mr. Braprorp. Personally I would be very much in favor of that. 
The Administrator spoke of 124 items which have been the subject of 
discussion for a long time. As I understand it, the total dollar value 
of those 124 items for the military nationally would be about $30 
million. Let’s say that we are a larger than average region and our 
share of that might be $6 million. I would say we could handle that 
additional $6 million without spending any more money than we 
spend now. 

How much that would save in the military I don’t know. But 
much of it would be direct delivery, you see. We wouldn’t even bring 
it into the warehouse and put it out again; we would order it from 
the manufacturer to be shipped immediately and directly to the 
military, because they very seldom order a carton of paper towels, they 
order a carload of paper towels. And as to all of that we would as 
siduously make direct delivery por hases, and not go to the trouble of 
unloading it and loading it up again to make delivery. And I would 

iy that we could handle that additional $6 million without asking 
for any more money from the Administrator than we have now. 

Mr. Bonner. You would have to take over the military stocks of 
those items in your warehouse; would you ¢ 

Mr. Braprorp. The most efficient thing would be to pick off the 
military stocks over those necessary for a certain normal period, 
which you might say would be 3 months’ supply. That should be 
left there to give us a chance to get going. Something like that. 

Mr. Bonner. What is your opinion about that, Mr. Larson ? 

Mr. Larson. I think that we have enough information as far as 
GSA is concerned not to require a test in one region. In my opinion 
we are equipped to start out on these 124 items and add to them as fast 
as we can agree on common-use items, all over the United States. I 
think a test in one region would only be time consuming, and not in- 
dicative of the capabilities and the dependability of GSA as a whole. 

Mr. Bonner. I only raise that idea due to the fact that we are hav- 
ing a test here in medical supplies for all services, and it is common 
sense reasoning that there is no difference in the medical supplies for 
the men in service and men in civilian life. Some are in service now 
that will soon, I hope, be back in civilian life, and we want the men in 
service to have just as good medical supplies, and we certainly want 
the people in civilian life to have as good as the military; so there is 
no reason why there should be three or four medical depots on this 
Pacific coast supplying this area, and duplicating each other. It cer- 
tainly stands to business reason that it could be run more economically 
if they were consolidated. 

Therefore I thought of consolidating in this area, and we could see 
what can be done. There is a resistance to anything you try to do to 
bring about efficiency and economy in the Government. 

Mr. Larson. There is a fear that the change would deter the mili- 
tary commander from carrying out his responsibility. In the civilian 
agency it cannot be attributed to that fear because no such comparable 
responsibility exists. But consolidation and elimination of duplica- 
tion, in the civilian agencies as in the military, are basically matters 
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of human relations and of according proper recognition to the desire 
to do one’s own job. 

Mr. Bonner. Repeatedly this subcommittee has made the statement 
to all military installations that it has visited that it wants to be care- 
ful on insistence of any particular idea that it will not affect the strik- 
ing power, the force of the armed services; and if there is any shadow 
of a doubt about the efficiency of your organization in supplying them 
that would interfere with their striking power and force, I would be 
the last one to even come in and suggest it. 

Mr. Larson. Certainly; so would I. 

Mr. Bonner. I want to get full confidence from you and your staff 
that you have the ability to perform to such a degree that you will not 
interfere with their str iking power. 

Mr. Larson. It is difficult for me to conceive how the standardiza- 
tion of a paper towel that would be the same for the face in uniform 
as the face in civilian clothes would deter a commander from carry- 
ing out his mission. Likewise I can’t see that it would deter a com- 
mander in his mission to have available a desk, simple though it may 
be, of a certain type that would be standard in the Government—that 
that would deter him from fighting the appropriate battle in Korea. 

And I think the military commander would certainly agree with me 
on that. I am not speaking critically of the military point of view. 
[ am only emphasizing that that fear does exist. 

Of course, you mention medical supplies. There are problems of 
packaging and problems of distribution that are related to the mili- 
tary situ: ition, and those must be taken into consideration. I think that 
the time has come, looking at it strictly from the point of view of the 
American taxpayer—and if I may add parenthetically, the responsi- 
bility of the individual Members of Congress—for a decision to be 
made to eliminate this duplication in the common-use field. If it is 
not advisable, if it is not safe for General Services to take over that re- 
sponsibility for which it was created, then the military services should 
be required to take over the supplying of the civilian agencies of the 
Government, and GSA should be eliminated to that extent. I feei 
that strongly about it. 

Mr. Bonner. Of course, I have high regard and respect for you. 
We have come a long way out here to see your installation, and see the 
men who are running it. We can have Mr. Larson before us most any 
time in Washington, and I want this subcommittee to ask some ques- 
tions to this staff out here. I want some answers from this staff. That 
is the reason I directed the question to you, Mr. Bradford, becanse 
you are regional manager. 

So this subcommittee wants as many answers and ideas and sug- 
gestions as can be given from this staff. You gentlemen, of course, are 
costing the Government a lot of money. I be lieve you are justified. 

Mrs. Harden, I believe you have some questions, 


WHAT ADDITIONAL WORK CAN GENERAL SERVICES ADMINISTRATION DO? 


Mrs. Harpen. Mr. Chairman, first I should like to express my 
appreciation to Mr. Larson and his staff for your kind invitation to 
attend the dedication of the warehouse today. I congratulate Mr. 
Bradford, Mr. Mack, and Mr. Larson upon the fine addresses which 
they gave, too. They were very inspiring. 


25062—53——35 
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I wish to ask Mr. Larson this question: Could you take over the 
124 items Nation-wide, and also run a regional and national test, for 
the Air Force? 

Mr. Larson. Well, I don’t know—“and also run a regional and 
national test.” I think that would be a test in itself, the success we 
would have on a Nation-wide basis of fulfilling the needs.of not only 
the Air Forces, but all the military installations on those 124 items. 

Mrs. Harpen. Perhaps if you could just do it in one or two regions, 
then, would that be better? 

Mr. Larson. I think that would only delay the time when the whole 
job should be undertaken. That is my personal feeling. 

We could do it on the basis of a territorial division, such as a region 
or several regions, but inasmuch as our regions do not exactly coincide 
with the military regional commands, I feel that it would be more 
expeditious to just take it on completely. Now that we have the ware- 
housing facilities, the capital funds and the trained personnel to meet 
the requirements, we veal do that. If we didn’t have that I wouldn't 
say what I have said. 


NEED FOR GENERAL TOP POLICIES 


Mrs. Harpen. Thank you. And wouldn’t it help if a general policy 
statement were gris by the Air Force and the General Services 
Administration, so regional agreements will not be necessary in the 
future ! 

Mr. Larson. I think you are absolutely right. 

Mrs. Harpen. Another question: How are you going to be able to 
get accurate 1 requirements data from the Government agencies, includ- 
ing the military ¢ 

Mr. Larson. We will just have to trust the feeling of responsibility 
and sense of urgency on the part of the military supply offieials to 
provide that data to us. 

I might say that that is one of the most difficult areas, and one to 
which we have given a lot of consideration. We have come to the con- 
clusion that we can start with these 124 items, and then as we agree 
on what common-use items are, take over very rapidly from that point 
on; and during that same period of taking over, get a more accurate 
idea as to what the requirements are. 


NEED FOR ACCURATE REQUIREMENTS 


To give you an example of what we are faced with : In trying to work 
out with the Air Forces in a certain area what their requirements 
would be we got a statement that they would require 2,700 items. That 
would run around $300,000 or $400,000, over a 6- month period. I have 
forgotten what the figure was. At the end of that 6-month period the 
Air Forces had only procured some 700 items, at a cost of about 
$100,000 or $125,000. We had gone to the expense of stocking all of 
those items in anticipation of that business. 

Obviously that situation is not going to permit us to do the kind of 
job we need to do. We are going to have to take over, if we do this 
job, the stocks of the Air Force or such other civilian or military 
installations for which we take over the supply function. They will 
supply themselves for a certain period of time, let us say 3 months, for 
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example; and if they have not planned properly, then it will become 
obvious in that 3-month period of time, and appropriate adjustments 
can be made. 

But I don’t think a lot of time should be spent again in each area 
trying to determine definitely what the requirements are. I think we 
should accept what the military estimate their requirements are when 
we take over their inventories—which we should do if we are going to 
do the job, because otherwise you cannot eliminate the duplication. 

Mr. Braprorp. Mr. Chairman, may I supplement that from the re- 
gional point of view, in supplementing the answer to your question, 
Mrs. Harden. 

We have an agreement here with the Sixth Army which we made 
locally, that we would draw up a list of items of common supply which 
we could furnish for all the uses within the Sixth Army. The Sixth 
Army covers a little more territory than my region does. It covers 
the Seattle region of the GSA, and part of the Denver region of the 
GSA. So we talked to the Denver and Seattle GSA people, and they 
agreed to go along on this thing, if they could firm up the thing in the 
Sixth Army. 


NEED FOR STANDARDIZATION OF ITEMS 


The first problem we faced was one of standardization of supply, so 
that when they said they wanted paper towels we would know exactly 
what they meant, and they were the same paper towels that. we supply 
to other agencies—paper towels, or any other item of that type. That 
consumed a little time, probably 6 weeks, to arrive at the description, 
so that No. 968 paper towels was the same to both of us. 

Then after we agreed on the items it took us another 60 to 90 days to 
get the requirements from the Sixth Army so that we would know how 
much they wanted to stock. And then they had to give us 90 days to 
buy the supplies before we started issuing them. 

So any sort of agreement of this type you are talking about has a 
lead time of 5, 6, 7 months after the agreement is made, to allow the 
issuing agency, in this case the GSA, to get ready to deliver. So the 
decision has a lead time of 7 or 8 months. 


ARMY-NAVY DISTRICTS OVERLAP 


Mr. Bonner. The Army and the Navy have their districts set up 
alike; do they ‘ 

Mr. Braprorp. No; they overlap a good deal. The Western Sea 
Frontier Command is a goed deal different than—— 

Mr. Bonner. Well, the Sixth Army Area 

Mr. BrapForp. The Sixth Army Area would overlap the Twelfth 
Naval District and the Eleventh Naval District, and also the Thir- 
teenth, you see. 

Mr. Bonner. It would be three times as large? 

Mr. Braprorv. Yes, roughly, geographically. 

Mr. Bonner. There is no way that you could make your district 
conform to the military districts? 

Mr. Braprorp. If we conformed, Mr. Chairman, to the Army’s pat- 
tern we would then be overlapping the Navy ourselves. 

Mr. Larson. There isno way. | 
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Mr. Bonner. If the military had uniform districts it would be a 
simple matter to have your districts conform with the military dis 
tricts, then. 

Mr. Braprorp. We have an awful lot of trouble with regional 
boundaries when we work out in the field territory. If all of the Gov 
ernment agencies had uniform boundaries the Government of the 
United States would save a lot of money in administrative expense. 
We deal with five forestry headquarters in this one small region that 
I represent. I think the figure is five. 

Mr. Bonner. If you took over the 124 items would the milite ary have 
to retain existing staffs to supply the balance of the items? 

Mr. Braprorp. I don’t know enough about the military staffs to 
answer that. They would certainly have to retain some sizable por 
tion. They might be able to give up the purchasers who were buying 
those items, but not all of their purchasing or warehousing staffs. 

Mr. Bonner. Were you finished, Mrs. Harden? 

Mrs. Harpen. I have just one more question: 

While on the tour of the warehouse I observed a high wire fence 
near the railroad. I am wondering if you have much loss due to 
theft or pilferage. 

Mr. Braprorp. Mrs. Harden, our inventory was run the last week 
in February this year, and we turned up almost no loss at either one 
a the centers, either Los Angeles or San Francisco. But in this 
center here we have so many foreign truckers coming in to pick up 
supplies that without any enclosure, we found people wandering 
around the bin sections, and once in a while we would have to take a 
box of pencils away from them. So it was decided to buy a fence that 
would last 100 years, and not have to follow the truckers around, or 
any of our own people, or strangers who might go in, such as the big 
crowd we had today. We watched them, too—not you, but the out- 
siders. 

Mrs. Harpen. Thank you. 

Mr. Larson. Mr. Mack might elaborate on that from the standpoint 
of the country asa whole. Would you do that, Cliff? 

Mr. Currron E. Mack. Yes; I would be glad to. We do have some 
occasional losses due to theft. Itisnotabig item. All of our supply 
centers are subject to guard supervision. 

There are one or two points I would like to make: 

Mr. Larson. Let’s develop this a little further first. 

It has been our experience that when we have segregated what we 
call bin items, the items where you have to break the package and put 
them in a bin, like package of pencils and a lot of items like that, in 
order to supply small orders for isolated stations, and so forth, that if 

you enclose them your losses go down. We do have some losses. I 
think, however, our losses Nation-wide are under the normal inventory 
losses due to theft and pilferage that the larger merchandising instal- 
lations carry. At one time I know the mail-order houses figured 
approximi ately 5 percent loss through pilferage in some of their opera- 
tions. It isn’t running that high now, and ours certainly would not 
run 1 percent. 

Mr. Mack. Those losses are written off at the end of the year, so 
that we start the new year without any carry-over, of course, of the 

value of those losses. But they are a very small figure. 
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Mrs. Harpen. I am sure of that. Thank you. That is all. 
Mr. Bonner. Mr. Holifield. 


(TRANSFERS TO GENERAL SERVICES ADMINISTRATION FROM MILITARY 
SERVICES 


Mr. Houirrevp. I was thinking about the problem that you have of 
transition from military supply system to your GSA supply, and it 
would seem to me that you would have a period of transition there 
where duplication of staffs and stocks would almost have to be main- 
tained because of your lag in your pipeline. 

Would you think of taking over physically if there were such an 
igreement reached? Would you think of taking over physically the 
warehouses, the inventories, and the personnel of the Military Estab- 
lishment? Would that be your thought, and immediate take-over? 
How would that be worked out 

Mr. Braprorp. I can answer that from the San Francisco point of 
view. To some degree, if the pipeline were cut off, say 3 months in 
advance, which is the thing I understand has been discussed with 
the Bureau of the Budget, and the 3-month normal supply were left 
there, then the purchasing staff at that agency which normally requisi- 
tioned and ordered that sort of thing could be discontinued or trans- 
ferred to other work immediately and the new agency could begin 
mmediately to purchase it. They would still have the pipeline for 
a while, until the date arrived at by the agreement. 

Mr. Hoririexp. Is it true that you would have to have quite an 
increase in your ap propriations if you stocked enough in your ware- 
houses to take care of this increased load? Has there been any esti- 
mate made on that point? 

Mr. Braprorp. The thing I am at a loss to understand, Congressman, 
is the amount of this new business which would be direct delivery. 
To the extent it is direct delivery it makes no impact on the physical 
plant, but only on the purchasing staff. 

Perhaps Mr. Mack or Mr. Larson can answer you, but I cannot. 


TURN-OVER OF STOCK 


Mr. Houirtenp. For instance, I wasn’t impressed with the figures 
you gave, that you would need a 3.6 inventory for a 4.2 issue. That 
didn’t impress me at all. According to my merchandising experience, 
your turn-over there, particularly in view of the fact that you are 
operating what you might call a wholesale operation, is not nearly 
the turn-over that you should have of the stock. 

Mr. Braprorp. Mr. Holifield, the 3.6 inventory in the San Francisco 
Supply Center is only our current inventory, and not the average 
throughout the year. We have been building it up very rapidily. A 
year ago when we started the fiscal year 1952, we only had 6,000 items 
in that warehouse. Now we have over 10,000 items in antic ipation of 
centralized issuance of common stocks. 

Mr. Hotirterp. I see, then, that my evaluation wouldn’t be fair to 
you if I applied the commercial evaluation in terms of turn-over to 
your inventory, if you are in a period of increasing inventory in an- 
ticipation of orders. 
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Now, have those orders been coming in from the military as fast 
as you expected ? 

Mr. Braprorp. No. 

Mr. Houtrrevp. In other words, that must indicate, then, that you 
have to some extent a duplicate inventory over other inventorie; 
which are continuing to be held in military warehouses. 

Mr. Braprorp. Perhaps so. Or at least it indicates that I expected 
too much military business. 

Mr. Hortrrevp. That goes back to your agreement at the top levels 
Under Public Law 152, of course, the Secretary of Defense has the 
right to restrict purchases to the zone procuring agencies, and al- 
though admonished by the President not to do that any more than 
was absolutely necessary, it seems like you get back to the old, old 
problem of the defense of the status quo and the reluctance to tur 
over and try this new system of ae urement. 

Mr. iasobies Mr. Holifield, I can answer that specifically for 
this region. We have a team which has been traveling around th 
region visiting military installations one by one, and talking to all! 
the procurement and responsible officials, installation by installatio: 
We have, for example, visited every Air Force base in this region, 
and we got a specific list and agreement with them as to what itenis 
they would buy from us if we stocked those items. That is the way 
we grew from 6,000 to 10,000 items. We put those items on the shelf 
to meet the requirements of the other agencies and unfortunately the 
requirements did not materialize after we stocked the items, or didn’t 
materialize in the quantity we were led to believe they would. 

Mr. Horirrevp. I want to ask you a question, which you may o1 
may not want to answer. Do you think that that failure to use you 
inventory was due to lack of enthusiasm on their part for the nev 
system, or is it a legitimate, justifiable change in their own progran 
of procurement / 

Mr. Braprorp. I think personally that it was due to the fact that 
the local people in the military do not have the freedom which they 
would like to have. To put it in common lay terms, the local people 
in the military would like to use our service a great deal more than 
they are able to under their procedures, in my opinion. 

Mr. Houtrrevp. Then it comes back to my original thought, that it 
requires implementation on the top level in Washington. 

Mr. Braprorp. That is our considered opinion here. 

Mr. Horirietp. Now, let me ask you this question: In the utiliza 
tion of your stocks are these people just buying in hand-to-mouth 
quantities for spot delivery, or are they placing orders with you for 
future deliveries in large lots? 

Mr. Braprorp. Mr. Chairman, may I ask Mr. Maaske, our Federal 
Supply man here, to answer that question / 

Chairman Bonner. Yes. 


STATEMENT OF HARLAN C. MAASKE, DEPUTY REGIONAL DIRECTOR, 
FEDERAL SUPPLY SERVICE, REGION 9, GENERAL SERVICES 
ADMINISTRATION 


Mr. Maaskr. Our experience, Mr. Holifield, would indicate that it 
is a combination of the two, that in many cases orders are coming in 
in very good faith and quite in line with previous estimates. In still 
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other cases the requisitions appear to be spotty, and we feel that it 
s probably due to at least two reasons. One, perhaps they had a 
change in requirements; and second, perhaps a change in the top-side 
instructions of the military for one reason or another has had its 
effect out at this local level. So I would say it is a combination of 
the two. 

Mr. Howirrevp. Let me ask you this: Do your records show because 
of any reason, maybe not through any fault of your own, but through 
lack of inventory of proper items, you have failed to furnish them 
satisfactory service ? 

Mr. Maaske. No, sir; I believe that we can say with confidence that 
we have been able to meet their requirements in a very satisfactory 
manner. At least, our percentage of back orders, which is generally 
taken as a pretty good indication, has been well below the 5 percent 
national average which GSA has established as being a reasonable 
performance. 

We in this region have run somewhere between 2 and 3 percent for 
some 8 or 9 months. Therefore, from a standpoint of our having 
been able to furnish their requirements I believe we can say with full 
confidence that we have filled them and given service on the business 
that thus far they have sent to us. 

Mr. Houirrevp. And of course if you limit that statement by the 
number of items that you are carrying in inventory—— 

Mr. Maaske. Yes, sir; and the number of items upon which we 
have previously reached agreement with the military that we would 
stock up and supply them. 

Mr. Ho.irtetp. Now I would like to ask this question: We have 
10 regions throughout the United States, and I would like to know 
for my own information, and I think the subcommittee would like 
to know, if you have progressed as far in the other 10 regions, or if 
in some, how many regions, as you have in this particular region, in 
arranging these agreements with the military, and in procuring ware- 
house space, and stocking inventory, and so forth. 

Mr. Larson. I would say “No,” Mr. Holifield. We have made more 
progress in this region than in any other of the 10 regions. 

Is that not correct, Mr. Mack ? 

Mr. Mack. Yes. 

Mr. Larson. I would also like to add this to what Mr. Maaske 
said. And I would like, if it is appropriate, for Mr. Mack to make 
a brief comment on it, as he has great knowledge in this area. 

As long as GSA remains just merely another source of supply for 
a military supply installation, we not only have failed to implement 
Public Law 152 to establish a Federal supply civilian type common 
use items system, but we have permitted and added to duplication. 
As long as it is a voluntary matter, obviously the installation, the 
overhead, the space, is going to be maintained. 

Mr. Horirretp. We can assume, then, that because of the aggressive 
leadership of Mr. Bradford and because of the willingness of some of 
the military people to cooperate with him in this area, that you have 
made better progress in this region than has been possible in other 
regions ? 

Mr. Larson. We have gotten our warehouse situation more quickly 
under control in this region. We have from the national office favored 
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this region in order to gain experience that leads us to some of the 
statements that we have made here today. 

This has been due in a very large part, however, to the complete 
willingness of the military commanders to cooperate, which is indica- 
tive of what Mr. Bradford said, that this is not a matter of attitude 
on the part of the local installation; it is a deep feeling on the part 
of the top echelons of the military services that they cannot depend 
upon GSA as a source of supply. 

Mr. Houirievp. And that is stronger, I suppose, in some of the other 
regions where their supply systems are more entrenched and large: 
than here in this quickly growing region ? 

Mr. Larson. I think that is correct. 

Mr. Bonner. Let me ask you this, Mr. Larson: 

I want to give credit where credit is due, yet I don’t want to leave 
in the record an inference that somebody else is not doing what he 
should do. 

With respect to this area progressing so successfully, it is a conditio1 
that this area is removed from the principal source of supply of th 
Nation, compared with the New York area, for instance, where there 
is immediate availability of all materials that in this area might not 
be immediately available in volume, so that the agencies and depart 
ments of the Government would use this quicker out here and would 
use this in an interim when they run out of the materials in the ware 
houses here, waiting for larger shipments to their depots? 

Mr. Larson. I think that has a distinct bearing on the situation. 

Chairman Bonner. On an over-all basis you are prepared to answer 
that question. Now, when the regular questions are finished by the 
committee of these gentlemen here, I want to know on the record who 
these gentlemen are, what they do, and if they have any suggestions 
about perfecting the efficiency of this agency. 

Go ahead, Mr. Holifield. 

Mr. Horirtetp. It comes down to this, it seems to me, that unless you 
take over in at least in one region the complete job of supplying at least 
one of the defense forces with everything they need, that we will be in 
a state of duplication of inventories, warehouses, and services; and 
the only fair test, it would seem to me, would be that you would take 
over the supplying of all items of common purpose and common use 
to at least one branch of the service, and then you would have a 
test of it. 

But it seems to me, as you say, that you are being used as an auxiliary 
source of supply, and not as a substitution for an existing system of 
supply. 

Mr. Larson. I don’t think a test is necessary in the sense that you 
have described it. I think GSA has established its ability to do the 
job. What remains is a reaching of agreement as to what constitutes 
the items that we will supply. 

We have practically reached agreement, I hope, on these 124 items, 
and it is my hope, né iturally, that the committee will come up with a 
recommendation to the Munitions Board and ourselves that GSA take 
over those items. Then I think we should immediately begin to push 
into the other items. 

Mr. Hotirretp. You speak of 124 items. How does that group of 
124 compare with the total number of common-use items? 
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Mr. Larson. The total number of common use items, in my opinion, 
as I testified, is about 8,000 or 9,000; but dollarwise these 124 items 
constitute about 16 percent of the issues that the military establish- 
ments made from their depots in this country during the fiscal year 
1952. 

Mr. Houtrretp. That is for the Nation as a whole? 

Mr. Larson. Yes. 

Mr. Houirtevp. It still would not eliminate a duplicate system of 
supply. You would still be another system of supply. 

Mr. Larson. It is not going to be eliminated until you reach agree- 
ment as to what are these common-use items. Until that is reached 
the duplication is going to continue. It will be eliminated as GSA 
takes over the inventory and distributes it out in accordance with the 
requirements of all the Federal agencies—and I mean taking it over, 
giving credit to the agencies from which it was taken. That is a mat- 
ter for the Bureau of Budget to determine under the procedure which 
has been set up, and under the provisions of your act. The agency 
from which we take the investment over would not lose that invest- 
ment. 

Mr. Hoxrrtevp. I understand that. 

Mr. Larson. The quicker we can come to that the quicker we can 
eliminate these duplications of inventory, which is the big item that 
we want to arrive at. 

If we do it only in one region, we still couldn’t do it on any more 
items than we have agreed are common-use items. So I say, we feel 
prepared to do it all over the country, and feel that we ought to do 
it all over the country. 


SUBCOMMITTEE PUSHING ACTION SINCE JUNE 1951 


Chairman Bonner. Let me read from the report of this committee 
in 1951, in Report 658: 


SuPPLY RELATIONSHIP WITH GENERAL SERVICES ADMINISTRATION 


Notwithstanding the intent of the Federal Property and Administrative 
Services Act of 1949, the Eighty-first Congress, the Federal Supply Service of the 
General Services Administration is furnishing only a minimum of such common 
supply items as pencils, typewriter ribbons, carbon paper, and so forth, to the 
military services. 

Recommendation.—The General Services Administration, after advising and 
consulting with affected agencies, as provided in section 205 (h) of Publie Law 
152, should issue mandatory regulations for the procurement and distribution of 
common administrative supply items. 

Now, back at that time this subcommittee was definitely on record 
as to what should be done. 

Mr. Larson. And may I say that we were in agreement with the 
subcommittee. It has taken longer than it should have taken for us 
to convince the appropriating bodies of the Congress that we should 
have the facilities to implement that, plus perhaps an overdegree of 
caution on our part, Mr. Congressman. I want to admit that publicly 
for the purpose of purging my own conscience, as it were. 

Mr. Howirrecp. What is the annual capital fund that you have now ? 

Mr. Larson. We have now, as a result of the last appropriation bill, 
$44 million. 

Mr. Hotirrevp. What was it before the last appropriation bill ? 
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Mr. Larson. $14 million. 

Mr. Horirterp. We attempted to raise it to $75, I believe. 

Mr. Larson. You did raise it up to $150 million. 

Mr. Houirre.p. The statutory level 4 

Mr. Larson. Yes; the appropriating authority is $150 million. 

Mr. Howirtecp. But you have actually available $44 million ¢ 

Mr. Larson. That is correct. 

As fast as we have been getting it we have been implementing it. 
We have invested in inventory, Mr. Mack tells me, around $36 million, 
snd we are investing more as the business develops. 

Mr. Ho.irtetp. In other words, you can say that in the last year 
you have raised your inventory from about $14 million to approxi- 
mately $36 million 4 

Mr. Larson. That is right. 

Mr. Honirrenrp. You have almost trebled your inventory within a 
year, then. 


INVENTORIES IN GENERAL SERVICES ADMINISTRATION WAREHOUSES AT SAN 
FRANCISCO AND LOS ANGELES 


Mr. Braprorp. Mr. Congressman, may I put the correct figures in 
the record on our inventory right on that point. You asked me 
awhile ago, and I have the figures now. 

In the beginning of the fis cal year 1952—that is, a little over a year 
ago—the warehouse you visited today had $1 5450,000 worth of stock. 
Now the warehouse has $3.7 million, almost $3.7 million, as I told you 
this morning. 

In the Los Angeles warehouse a little over a year ago we had 
31,182,000, and now we have in the Los Angeles warehouse $2,153,000. 

So in both centers, as you imply, due to the new capital funds and 
the requirements from the Navy and the Army and the Air Forces 
which we thought were forthcoming, we have doubled our inventory. 

Chairman Bonner. What is the stock in Seattle? You have a 
warehouse in Seattle; do you not ? 

Mr. Larson. That is under a different region. 

Chairman Bonner. You have only the two warehouses under this 
region ¢ ‘ 

Mr. Larson. Yes, sir. 

Mr. Braprorp. Los Angeles and San Francisco. 

Chairman Bonner. Here is a study made by the staff of this com- 
mittee on this subject, which was issued August 8, 1952, “Briefings on 
Supply Relationship Between GSA and the Department of Defense.” 

I don’t know whether you gentlemen out here have had an oppor- 
tunity to read it. 

Mr. Warp. May I explain, Mr. Chairman, this was made as a basis 
for getting together with Mr. Daly and Commander Raymond, to find 
out how far the situation had progressed with respect to those 124 
items. 

(See San Francisco Exhibit 1, p. 484.) 

Mr. Rosack. It might be well to point out, Mr. Chairman, in re- 
gard to the 124 items selected for study there is no indication that 
there has been any conclusion or any judgment that these were items 
feasible for distribution. 
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I thought that you might have left that impression, Mr. Larson, by 
what you said. The only agreement constitutes an agreement by the 
people who are making this survey to select those items for evaluation. 

Mr. Braprorp. Mr. Chairman, this region out here has not had the 
benefit of reading that report you just referred to. We all read avidly 
and with considerable interest and enc ouragement the report which 
you put out on your hearings; I think it was last March or April. We 
were very greatly encouraged and gratified by that. 

Mr. Warp. Mr. Chairman, may I say that this is a committee print. 
Knowing that the subcommittee was coming out here we asked the 
folks from the GSA and the Munitions Board who were making this 

tudy to present the facts. And as Mr. Roback says, it is quite evi- 
dent that the agencies are still in the stage of getting together, and 
we cannot anticipate which way the group making the study may 
ecide the thing should go. 

Chairman Bonner. I want all the data you have. This subcommit- 

e is interested in this subject. We ought to find out where it is going, 
at it is going todo. We don’t want another duplication. 

Mr. Larson. I would like for Mr. Mack to comment on Mr. Ro- 
*: statement. 

don’t know that I understand what you said. I think you said 
ac these items are not necessarily items that would readily go into 
the GSA system of distribution ; is that correct ? 

Mr. Rosack. You made a statement, Mr. Larson, which expressed 
lle hope that there had been agreement on these 124 items. Now, 
hat agreement, so far as our briefing indicates, was an agreement to 
select out those particular items for evaluation as to their feasibility ; 
so that at this stage of the survey by the Munitions Board and the 
General Services Administration, they are merely now studying 
whether these items would lend themselves to GSA distribution. 

Mr. Hotrrretp. There has been no final agreement, then, as I under- 
stand that, that these particular items are feasible and are to be 
stocked ¢ 

Mr. Rorack. No. 

Mr. Larson. Or to put it a different way, whether they are civilian- 
type common-use items. 

Mr. Rosack. I don’t think there is any question as to that. These 
items were selected for special scrutiny, as I understand it, to deter 
mine their feasibility of distribution, of supply by GSA for the mili- 
tary. But it does not mean—and you might have given that impres- 
sion—that these are items that GSA could well distribute. That find- 
ing has not been made. 

Mr. Larson. I think you have hit on a very important thing. I 
would like to have Mr. Mack comment on that. 


I 


STATEMENT OF CLIFTON E. MACK, COMMISSIONER, FEDERAL 
SUPPLY SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Mack. I would be glad to. The comments that I would like 
to make have to do with our stores items such as you saw today at our 
warehouse, and concern only that group of supply items. 

About 2,000 of those items are authorized by the military depart- 
ments for the Army and the Air Force for local procurement by them. 
The Navy has certain authorizations for local procurement. In other 
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words, about 2,000 of those items in our present store stock are not of 
the type that would be suitable for depot distribution by the military. 

Therefore, they authorize their local installations to buy in the areas 

where they are located. 

Mr. Hourrietp. Mr. Chairman, I would like to stop Mr. Mack, if 
I may, right at this point, to make an inquiry. 

Mr. Mack. Yes. 

Mr. Ho.trmrp. Then these items are really spot items, spot pur 
chase items, which in previous times they have bought from the differ 
ent hardwares and other local supply houses, and there is a limitation 
on the amount that they can buy under that arrangement. It is it 
no sense an important part of their procurement. 

Mr. Mack. That is right. I would like to clear up that point first. 
These items that I am now speaking about do not run into any great 
volume. Nation-wide the amount would probably run within $10, 
000,000. Our requisitions from the military today in Seattle and Sa 
Francisco and Dallas, for example, run about $300,000 a quarter. 

We are not getting all of that business. It is spotty. We are get 
ting all of the business from certain installations, a part from others, 
and none from others. 

Going at this problem in the sequence that I have in mind, and which 
I have discussed with the Administrator, I would like to make the 
suggestion that has been expressed in a letter that was written to the 
Munitions Board by the Deputy Administrator of GS.A, that the pro- 
cedure that now exists governing the so-called locally authorized pur- 
chases of military items, about 2,000, be clarified so that we will in 
effect be a mandatory source of supply for those 2,000 or so items. 

Mr. Bonner. Do you think that you can furnish those 2,000 items 
cheaper than locally existing stores can furnish them ? 

Mr. Mack. We feel that we can, because we would be buying those 
same items for all other agencies, whereas they would be filling their 
requirements in specific locations. We would in effect be giving them 
a bulk price for their small requirements. 

We feel that in that area we can really provide a service and save 
some money in the cost of goods. So we are suggesting that this one 
specific area be cleared up; that the procedure b ve revised so that the 
qualifications which now exist in the instructions for military installa 
tions locally provide that we will be a mandatory source for those items. 

That will largely be a clarification of procedure. It will mean 
that henceforth instead of our fellows dealing with each of these loca] 
installations to find out what the situation is it will be automatic; they 
will be dealing with us; it will be a specific and mandatory source. 

That would take care of that category of items, not large volume, as 
I say, across the country, and would probably amount to $1 ae or 
so for the year in this specific region. 

Mr. Bonner. What would it cost you to handle those items? 

Mr. Mack. We could absorb that work without additional cost our- 
selves, because they are items that we already carry in stock. 

Mr. Maxweut Ex.iorr. Mr. Mack, I wonder if I could clarify one 
point: ; 

By “local procurement,” you mean that the procurement authority 
is local, but when they buy it doesn’t mean that they go next door to 
the store and buy, because they take bids and they m: Ly be buying from 
all over the country. There is quite an elaborate procedure in buyi ing. 
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| just didn’t want to have the impression left with the committee 
that the local procurement meant that they went next door to the 
hardware store. a 

Mr. Mack. The phrase “locally authorized for procurement” means 
that the installation of the military is authorized to buy where they 
are situated, from, of course, any source. 

Mr. Horirieip. They still have to go through the bid procedure ? 

Mr. Mack. Through the regular procedure. 

Mr. Horirtetp. If the amount is over a certain amount‘ 

Mr. Mack. They would follow the normal procurement procedure. 

Our suggestion, of course, would mean that they would get away 
from the bid procedure and send us a requisition, and we would send 
them the goods. It would not be a bid procedure so far as they are 
concerned, it would be a requisition procedure—more streamlined and 
less expensive. 

Insofar as the primary stocks are concerned, the so-called depot 
stocks, those are the voluntary items. Those are the items you gentle- 
men have been taking about. Those are the items which this study 
concerns, having to do with the 124 items. The 124 items are a cross 
section of our 8.000 or 9,000 stores items. They were selected with 
the thought in mind that the study would cover paper towels, mimeo- 
graph paper, and various kinds of items that would be representative 
of across-the-board items that we furnish from our stores. : 

Those items are the so-called primary stocks of the military. 

Perhaps some of this I am repeating from prior testimony you 
have had, but I would like to emphasize this point : Those are the pri- 
mary stocks of the military. Those are the depot stocks of the same 
types of items which we carry in our stores. So far as those items 
are concerned I certainly feel, as the Administrator has expressed, 
that the time is just about appropriate for a discussion at a high level 
with the Munitions Board, because the report of the 124 items is now in 
process of being prepared. I think the final date of submission is 
about the end of this month. So the time is appropriate to reach a 
determination, and this is a No. 1 consideration as to just what we are 
to do in this area. 

We feel, of course, that we can do the job. We feel if there is any 
job that a central supply organization can do it is in the common use 
item field, because we can look at it objectively, as to standardization, 
screening excess, and so forth. 

When that determination is reached we would like to be in a posi- 
tion then to devote our time and effort into going ahead with the doing 
of the job, in other words, taking over the supply responsibility, not 
as a source of supply, because as a source of supply we are merely 
another organization like General Electric, Western Electric, any 
individual supplier whom their purchase organization would look to 
for the supply. We feel that the approach and basis upon which we 
would make savings would be to do the supply job for them within 
that field; in other words, carve out the common use item responsi- 
bility for supply of those items we carry in stores and say we will do 
the purchasing; we will do the distributing to their points of use for 
these eight, nine, or ten thousand items. They would requisition us 
from their points of use, and we would ship to their points of use. 

There is no need at all of going through their procurement office, 
becanse in that event we would be duplicating; just as you inquired a 
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while ago as to whether that business exists, we would be duplicating 
if that were done. 

We feel—and I am speaking now of discussions I have had with the 
Administrator, and if I am not saying this in line with his concept, 
I am sure that he will correct it—that once that determination is 
reached that we are the supply organization for the military service 
for these common-use items—the eight, nine, or ten thousand items— 
our No. 1 job is to determine the current requirements, and standard- 
ize these items. You will notice from that listing of 124 items that 
almost invariably every item has either packing requirements or non- 
standard requirements, or specification variations that don’t need to 
exist, for the most part. There may be some justifiable exceptions. 
We think, therefore, that instead of having four or five different types 
of paper towels for ‘the military services and the civilian agencies we 
should have one type, or the fewest possible types, instead ‘of having 
anumber. Instead of having many types of a common use item that 
are serving the same end use purpose, we should have one, or a very 
few. 

The job is now being done by three military departments for them- 
selves. I am speaking now of the stock items, the common-use items. 
And we are doing the same job for the civilian agencies. That means 
that four organizations are doing the same job for the most part. We 
feel that as the job is now being done, we could take over the supply 
job, not as a source of supply, but as their supply organization. And 
the personnel now doing the job that we take over can be earmarked, 
the facilities can be earmarked to the extent that they are used for 
such purposes, and so forth. There are certain practical considera- 
tions with respect to space that exists one place whereas our needs 
might be in another place. 

To the extent that we need additional funds—and we would need 
additional funds to do an increased job, to the extent that we need the 
funds for personnel—it should be less in the over-all, because instead 
of four organizations—the three military departments taking care 
of their own requirements, and we taking care of the requirements of 
the civilian agencies and serving on a voluntary basis for the mili- 
tary—there would be one organization doing the job. 

We think that stocks in excess of the normal stock levels required 
for the military to do the job should be declared to us as excess, and 
those would become a part of our capital fund under the legislation 
which amends Public law 152. 

In general, I think that that is the sequence that would be workable 
to do this in an orderly fashion without upsetting the military and 
without upsetting our own organization or the civilian agencies. The 
steps would be something like this: First, the agreement with the 
military to handle their common use items; second, determining re- 
quirements; third, establishing our lead time so that we will pick up 
with new stocks, to the extent that we will need new stocks to take 
care of further requirements, and of course transferring the excess 
stocks to the extent that that might apply. And I am speaking of 
excess stocks in this fashion, that if we are to be a central supply or- 
ganization—and this is the principle we work on—there is no reason 
in the world why an agency that looks to us for these common use items 
needs to maintain more than a minimum current stock. These are 
commercial items. We have the inventory. They are items that are 
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produced every day. They are not special purpose manufactured 
tems. They are used generally throughout the country. Conse- 
juently, that would be a favorable condition in determining inventory 
level ‘and it isa factor that I wanted to bring out. 

But I think the important consideration is that once this report is 

. which will be very shortly, the report on the 124 items, and the 
recommendations are known, which will be the end of this month, that 
then, as the Administrator has indicated, a mee ting with the Chairman 
of the Munitions Board or the Secretary of Defense, if necessary, may 
be arranged to reach ag.eement as to these principles, and from then 
on our efforts can be put into doing the job and accomplishing the 
transition which, as you pointed out, Congressman Holifield, does 
nvolve for that transition period some problems. But we have had 
those problems before. We can handle them. It is a matter of work- 
ing together, and we have worked together with the military very 
nicely over the years; and we can, I am sure, do so again in arriving 
aut an agreement. 

Mr. Howirretp. And the key to that would be the regulation from 
the Department of Defense making you the mandatory source of 
supply, rather than an optional source of supply. 

Mr. Mack. That would be on the first category of the items author- 
ized for local procurement. That can be done immediately. There 
isno need for any wait on that. 

As a matter of fact, Admiral Ring has replied to the letter which 
was sent to him, indicating that they were favorable to a review of the 
regulations. 

Mr. Larson. We might make available to the subcommittee the cor- 
respondence for your record. 

Mr. Mack. I would be pleased to give you the exchange of corre- 
spondence for the record. 

Mr. Bonner. We will put it in the record. 

(The information referred to follows :) 

Munitions Boarp, 
Washington, D. C., March 2, 1951. 
Memorandum for the Secretary of the Army through the Under Secretary of the 

Army. 

Memorandum for the Secretary of the Navy through the Assistant Secretary 
of the Navy. 

Memorandum for the Secretary of the Air Force through the Assistant Secretary 
of the Air Force. 

oe Department of Defense policy on use of Federal Supply Service centers 

The military departments, acting through the armed forces procurement 

reguameae conference held February 27, 1951, approved the following policy on 

utilization of facilities of the Federal Supply Service, General Services Admin- 

istration, for supply matériel within the United States: 

(a) The purpose of this policy is to enable the General Services Administra 
tion to provide more effective service to the Department of Defense and to 
other Federal agencies and to secure better prices on the basis of over-all 
Government requirements. 

(b) To achieve results, military activities and installations located in the 
continental United States that are authorized to purchase locally their require- 
ments for matériel will purchase such matériel from Federal Supply Service 
centers when— 

(1) They have made prior arrangements with authorized field agencies of 
the Federal Supply Service to establish estimates of requirements and to 
assure availability of the items and quantities required ; 

(2) The matériel is identified as that available to and used by Federal 
agencies generally through facilities of the Federal Supply Service centers ; 

(3) Military effectiveness will not be decreased ; 
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(4) Cost compares favorably with delivered cost of like items available 
from commercial sources ; and 

(5) The items do not require overseas packaging or packing. 

(c) The above is not intended to preclude any additional arrangements for 
utilizing Federal Supply Service centers which may be agreed upon by the 
military department concerned and the Federal Supply Service. The Munitions 
Board Military Director for Supply Management will be informed of the addi 
tional agreements which are of an indefinite or long-term nature. 

2. Necessary action is being taken to amend the armed services procurement 
regulation to conform with this policy. 

3. It is requested that the military departments, in coordination with the 
Federal Supply Service, take necessary action to implement this policy. 


J.D. SMaALy, Chairman, Munitions Board 


ARMY PROCUREMENT CIRCULAR DEPARTMENT OF THE ARMY 


No, 3. WASHINGTON 25 TD. C., 26 March 1951. 


ARMY PROCUREMENT PROCEDURE—AMENDMENTS 

Paragraphs 1-609, 2-102, 2-202, 5-108, 5-301, 5-302, 7-568, 7-569, and 7—5S4 
are added or amended, as the case may be, and paragraphs 1-353, 3-408, 7-150, 
and 9-505, are corrected as indicated below, effective immediately. 

1. Paragraph 1-609.—Paragraph 1—609 is added as follows: 

1-609 Vendor’s Certificate. The Comptroller General has prescribed the fol 
lowing simplified form of certificate to be used by contractors and vendors on 
invoices and bills: 

“IT certify that the above bill is correct and just and that payment therefor 

has not been received.” 
The General Accounting Office has also authorized the same change to be 
made, when desired or deemed appropriate, in the wording of the vendor's 
certificate on U. S. Standard Form 1034 (Public Voucher for Purchases and 
Services other than Personal), pending revision of that form. 

2. Paragraph 2-102.—Paragraph 2-102 is rescinded and the following substi 
tuted therefor: 

2-102 Use of Formal Advertising. 

a. Policy. Subject to such further instructions as may be issued by the Heads 
of Procuring Activities, during a period of national emergency declared by the 
President or by Congress, procurement by formal advertising will continue to 
be used. Formal advertising, however, will not be used when such use will 
adversely affect the acceleration of procurement or the broadening of the 
industrial base, or when in conflict with the policy set forth in APP 1-301. In 
complying with the provisions of this paragraph, formal advertising normally 
will be used in the following instances : 

(1) In the procurement of standard commercial supplies or services ; 

(2) When the items being procured and the conditions are such that 
greater participation by small business can be obtained ; 
When procurement by formal advertising will expedite the consum- 
mation of the transaction or will obtain the required items more rapidly 
than by negotiation ; 
When there are no important factors to be considered in making the 
award, such as time of delivery, etc., other than price and it is 
anticipated that the supplies or services can be purchased more 
economically by formal advertising ; 
When the list of suppliers to be solicited is extensive, full competition 
is desired and purchase by formal advertising will be accomplished more 
efficiently and expeditiously than by negotiation; 

(6) In such additional instances as are deemed to be desirable. 

b. Lists of Bidders. Current lists of bidders will be maintained. Requests 
jor inclusion on such lists will receive prompt and courteous attention. Lists 
of bidders will be maintained in accordance with ASPR 2-202 and shall not 
include the name of any person or firm appearing in the “Consolidated Listing of 
Suspended and Ineligible Contractors and Disqualified Bidders” (APP 1-3038¢d). 

c. Classified Contracts. Procurements classified as confidential, or higher, 
shall not be effected by formal advertising, except when the Head of a Procuring 
Activity considers this method to be in the interest of the Government. 
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3. Paragraph 2-202.—Paragraph 2-202 is amended by changing subparagraphs 
9 VOY 4e, 2-202.49, and 2-202.4h (2) through (4) to read as follows: 
2-202 Methods of Soliciting Bids. 
+ * ” . . * 
2-202.4 Publishing in Newspapers. The publication of * * time will 
permit. 
* 


c Rates. 

(1) Advertising may be paid for at a price not to exceed the commercial 
rates charged to private individuals, with the usual discounts. 

(2) All advertising in newspapers, however, shall be audited and paid at 
rates not higher than those charged the general public; but lower prices 
may be secured whenever the public interest requires it 

oe * + * 7” * 

gy. Forms, 

(1) WD AGO Form No. 192 (Request for Authority to Advertise). 

(2) The following Standard Forms for Government advertising are hereby 
prescribed and published for general use, in lieu of all other forms of 
like character previously used for this purpose : 

Standard Form No. 1148—Revised (Advertising Order) 
Standard Form No, 1143a—Revised (Advertising Order—Memo- 
randum) 
Standard Form No, 1144—Revised (Public Voucher for Advertising) 
Standard Form No. 1144a-—Revised (Public Voucher for Adver- 
tising—Memorandum ) 
The Comptroller General has directed that, in the interest of economy, 
the present supply of unused Standard Forms Nos. 1148, 11438a, 1144, 
and 1144a on hand and at the Government Printing Office will be used, 
until exhausted. 
of Forms. 
” * * *” * * 


Standard Form No, 1142—Revised, and memorandum therefor, Standard 
Form No, 1142a—Revised, were formerly used in obtaining sworn state 
ments of commercial advertising rates. The Comptroller General under 
date of 2 January 1951 has declared these forms obsolete. This has 
necessitated changes in Standard Forms 1143—Revised and 11438a 
Revised as indicated in subparagraph (3) below. 

Standard Form No. 1143—Revised and memorandum therefor, Standard 
Form No, 1148a—Revised, are the forms used to place advertisements 
with the publishers. The qualifications set forth in ¢ above, with ref 
erence to the composition of advertising copy, should be noted in connec 
tion with the preparation of this form. Pending revision of the forms 
and in connection with subparagraph (2) above, the following deletions 
should be made; 

(a) From authorization to publish—‘“charges for the same do not exceed 
the sworn rates on file or to be filed in this department or establish 
ment and such”; 

(bd) From “Instructions to Publishers’—The entire first paragraph and 
the following words in lines 3 and 4 of the second paragraph: “in the 
sworn statement of advertising rates on file in the General Accounting 
Office.” 

(4) The Public Voucher for Advertising (Standard Form No. 1144—Re 
vised) and memorandum therefor (Standard Form No. 1144a—Re 
vised), will be used by publishers to bill their charges against the 
Depratment for advertising published in accordance with the advertis- 
ing order (Standard Form No. 1143—Revised). Pending revision of 
Standard Form No. 1144—Revised, the wording of the certification of 
the payee appearing thereon should be changed to read: “I certify that 
the above account is correct and just and that payemnt therefor has 
not been received.” The original voucher for advertising (Standard 
Form No. 1144—Revised) is printed on the reverse of the original 
advertising order (Standard Form No. 1143—Revised). The memo- 
randum voucher for advertising (Standard Form No, 1144a—Revised 
is printed on the reverse of the memorandum advertising order (Stand 
ard Form No. 1148a—Revised). In no case will separate instruments 


25062—53—-—36 
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be used for the ordering of advertising and the payment therefor. In 
connection with the use of this form instructions as set forth in f 
above should be followed. 
4. Paragraph 5-103. Paragraph 5-108, Army Procurement Procedure, jis 
rescinded and the following substituted therefor: 
5-103 Procurement From Supply Centers of Federal Supply Service. 
a, General Instructions. 

(1) Installations of the Army Establishment in the continental United 
States authorized to purchase certain supplies locally will purchase such 
supplies from Federal Supply Service Centers when the following 
criteria are applicable (see also APP 5-801 and 5-802) : 

(a) The installation has made prior arrangements with the Supply 
Centers of the Federal Supply Service to establish estimates of rv 
quirements and to assure availability of the quantities of items 
required : 

The items are identified as those available to and used by Federal 
agencies generally through facilities of the Federal Supply Service 
Centers ; 

(ec) Military effectiveness will not be decreased by any factors such as 
time of delivery or quality of items; 

(d) The delivered cost of the items does not exceed the delivered cost of 
like items available from commercial sources ; and 

(e) The items do not require oversea packaging or packing. 

(2) Additional arrangements may be made by the heads of technical services 
with the Federal Supply Service for the purchase of items other than 
those that have been authorized for local purchase. Such purchases 
will be subject to the conditions and regulations prescribed by the heads 
of technical services. Heads of technical services will inform the 
Assistant Chief of Staff, G-4, Department of the Army (Attn: Chief, 
Current Procurement Branch) when such arrangements have been made 
which are of an indefinite or long-term nature. 

The purchase of items from Supply Centers which are listed on any 
mandatory schedule of the Federal Supply Service (including Blind 
Made Products) will be considered as compliance with such schedules 
b. Stock Catalogs of Supply Centers. Stock catalogs issued by each Supply 
Center, Federal Supply Service, list supplies regularly available for issue and 
contain instructions relative to the use of such catalogs. Supplies handled by 
these centers are, in general, supplies purchased for stock purposes by the Fed- 
eral Supply Service. Such catalogs may be obtained from the appropriate supply 
centers, 
c. Establishments. In addition to the establishment in Washington, D. C., the 
Federal Supply Service has thé following Supply Centers: 


Atlanta Denver New York 
Chicago Fort Worth San Francisco 
Cleveland Kansas City Seattle 


d. Purchasing Procedure. Instructions included in the appropriate stock 
catalog will be followed in purchasing items, except so far as such instructions 
are modified in this part. 

5. Paragraph 5-301.—Subparagraph 5-301a is rescinded and the following 
substituted therefor : 

5-301 Prison-Made Products. 

a. Requirement. 

(1) All items manufactured by, and all services rendered by, Federal 

Prison Industries, Inc., shall be purchased from that agency, except 
(i) in those instances in which a general or special clearance for the 
purchase of the item or service from commercial sources has been 
granted, or (ii) for items being purchased in less than carload lots in 
accordance with (2) below. 
Procurement of less than carload lots of supplies manufactured by 
Federal Prison Industries, Inc., will be effected from the Federal Sup- 
ply Service to the extent that such supplies are carried in stock by 
the Federal Supply Service, except (i) for supplies requiring oversea 
packaging or packing, or (ii) in those cases where the ordering in- 
stallation or activity is so located geographically that it would be more 
practical and economical to purchase direct from the Federal Prison 
Industries, Inc. 
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6. Paragraph 5-302.—Subparagraph 5-302a is rescinded and the following 
substituted therefor : 

5-302 Blind-Made Products. 

a. General, Supplies listed in the Schedule of Blind-Made Products issued 
by the Federal Supply Service, General Services Administration, will be pro- 
ured from non-profit-making agencies for the blind at prices determined by 
the Committee on Purchases of Blind-Made Products; provided, that the pro- 
curement of such supplies amounting to less than carload lots will be effected 
from the Federal Supply Service to the extent that such supplies are carried in 
stock by the Federal Supply Service, except (i) for supplies requiring oversea 
packaging or packing, or (ii) in those cases where the ordering installation 
or activity is so located geographically that it would be more practical and 
economical to purchase direct from the agencies for the blind. 

7. Paragraphs 7-568 and 7-569.—Paragraphs 7-568 and 7-569 are added as 
follows: 

7-568 Contract for Off Duty Academic Instruction. 

a. This form consists of DA AGO Form 588. Instructions for its use are 
contained in SR 355-30-1. 

b. The form is available for supply from adjutant general publications depots. 

ce. Authority is granted in effecting procurement outside the United States, 
its territories an possessions to deviate from the form to the extent indicated. 

(1) Article 5—Disputes—on page 3 of form: Substitute “disputes” clause 
prescribed in APP 7-103.12e. 

(2) Article 9—Antidiscrimination—on page 3 of form: Delete article. See 
APP 7-001b (1) (d). 

(3) Article 10—Eight-Hour Law of 1912—on page 3 of form: Delete article. 
See APP 7-001b (1) (d). 

(4) Article 11—Convict Labor—on page 3 of form: Delete article. 

7-569 Order Form to Contract for Off Duty Academic Instruction. 

«. This form consists of DA AGO Form 589. Instructions for its use are 
contained in SR 355-30-1. 

b. The form is available for supply from adjutant general publications depots. 

5-570 Reserved. 

8. Paragraph 7-584.—Paragraph 7-584 is added as follows: 

7-584 U. S. Standard Forms of Bonds for Government Contracts. 

a. The following standard forms, revised November 1950, have been prescribed 
for use in connection with Government contracts: 

(1) U. S. Standard Form 24—Bid Bond. 

(2) U.S. Standard Form 25—Performance Bond. 

(3) U.S. Standard Form 25A—Payment Bond. 

(4) U. S. Standard Form 27—Performance Bond (Corporate Cosurety 
Form). 

(5) U.S. Standard Form 27A—Payment Bond (Corporate Cosurety Form). 

(6) U. S. Standard Form 27B—Continuation Sheet (Corporate Cosurety 
Bond). 

(7) U.S. Standard Form 28—<Affidavit of Individual Surety. 

(8) U.S. Standard Form 34—Annual Bid Bond. 

(9) U.S. Standard Form 35—Annual Performance Bond. 

b. Present supplies of U. S. Standard Forms of Bonds for Government Con- 
tracts (Nos. 24, 25, 25A, 25-B, 25-B1, 25-B3, 25-C, 25-Cl, 25-C3, 34, and 35) 
listed in paragraphs 9, SR 310-20—6, may be used until exhausted. 

c. The revised forms are referred to in section X (Bonds and Insurance) of 
this Procedure. 

9. Corrections.—The following corrections are made in paragraphs of the Army 
Procurement Procedure as indicated : 

a. Paragraph 1-3853.—The term “Head of the Procuring Activity” is changed 
to read “head of technical service,” and the term “Procuring Activities” is 
changed to read “technical services” wherever such terms are used in paragraph 
1-353. 

b. Paragraph 3—403—The reference to “ASPR 3-203” in paragraph 3-403 is 
changed to read “ASPR 3-403.” 

ce. Paragraph 7-150—tThe reference in the sixth line of subparagraph 7—150.1b 
to “subparagraph (b)” is changed to “subparagraph (a).” 

d. Paragraph 9-505. 

(1) The reference in lines 6 and 7 of subparagraph 9—505.9 to “items a to 
ad” is changed to read “items a (1) through a (4).” 
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= 


(2) Subdivisions a, 6, e¢, and d of subparagraph 9-505.9 are redesignated as 
(1), (2), (8). and (4). 


AG 400.13 (20 Mar 52) ] 


BY ORDER OF THE SECRETARY OF THE ARMY: 


OFFICIAL : J. LAWTON COLLINS 
EDWARD F. WITSELIL Chief of Staff, United States Army 
Vajor General, USA 
The Adjutant General 


HEADQUARTERS ATR MATERIEL COMMAND, 
WRIGHT-PATTERSON ATR Force BASE, 
Dayton, Ohio, July 16, 1951 
Subject: Air Force policy on use of Federal Supply Service centers. 
Lo: : 

1. The Federal Supply Service, General Services Administration, maintains 
Federal supply centers strategically located throughout the United States for 
the purpose of serving all Government agencies located within their area. Ad- 
dresses of the various supply centers are contained in paragraph 6.5, AFPI 70-6. 
Headquarters, United States Air Force, has concurred in the following Depart 
ment of Defense policy concerning utilization of the facilities of the Federal 
Supply Service centers by Air Force installations within the United States. 

(a) The purpose of this policy is to enable the General Services Administra- 
tion to provide more effective service to the Department of Defense and to other 
Federal agencies and to secure better prices on the basis of over-all Government 
requirements. 

(b) To achieve these results, Al installations located in the continental 
United States that are authorized to purchase locally their requirements for 
matériel will purchase such material from the Federal Supply Service centers 
when 

(1) Prior arrangements with the authorized field agency of the Federal 
Supply Service have been made to establish estimates of requirements and 
to assure availability of the items and quantities ordered. Estimates must 
be furnished sufficiently in advance to permit the Federal Supply Service to 
establish the required stocks before orders are submitted. The requirements 
may be submitted in the form of estimates of future average monthly demand 
of the items concerned, together with an indication of the frequency with 
which each item will be ordered, or the requirement may be furnished in 
such other manner as may-bes acceptable to regional federal Supply Service 
officials. In instances where previous arrangements have been made with 
the local offices of the Federal Supply Service to stock Air Force require 
ments, as much advance notice as possible shall be given to the local office 
concerned when a material increase or decrease in requirements is antici- 
pated. Such notice is necessary to permit timely adjustment consistent with 
the changed requirements. 

(2) The items of supplies being ordered are identified as those which are 
available to and used by Federal agencies generally through facilities of the 
Federal Supply Service centers. Items available from Federal Supply Serv- 
ice stocks are listed in their Store Stock Catalog, copies of which are avail 
able from the nearest regional office of that agency. Additional items of a 
similar nature may be stocked for issue to AF installations after making 
prior arrangements with the Federal Supply Service. 

(3) Military effectiveness will not be decreased, and established deadlines 
may be met. 

(4) The ultimate cost through Federal supply centers compares favor 
ably with the delivered cost of like items available direct from commercial 
sources, 

(5) The supplies being ordered do not require oversea packaging or 
packing. 

(c.) Items to be obtained by an installation from the Federal Supply Service 
stocks should be consolidated on the same requisition whenever possible so that 
the numer of requisitions submitted by an AF installation is kept to a minimum 

2. It is anticipated that the above policy will be included in AFR 70-16 in the 
near future. A standardized method of ordering is also under consideration and 
when approved will be included in applicable regulations. Pending such action, 
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necessary operating arrangements will be made between regional Federal Supply 
Service officials and the AF installation concerned. 

3. Disseminate only to AMC activities geographically within your area in 
cluding AMC exempted installations and organizations and AF specialized depots. 
This letter has been forwarded to the Headquarters of major AF commands for 
dissemination to installations under their direct command jurisdiction. 

By COMMAND OF LIEUTENANT GENERAL CHIDLAW: 

Lester W. LIGHT 
(For James F. Early, Brigadier General, USAF, Chief, Supply Division). 





DEPARTMENT OF THE NAVY, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington, D. C., June 4, 1951. 
From: Chief, Bureau of Supplies and Accounts. 
fo: All field purchasing activities. 
Subject: Federal Supply Service centers ; use of. 
References: (a) Paragraph 23031-2, BuSandA Manual. 
(b) BuSandA Cire. ltr S—711 L4 A2-6/1 of 16 Apr 1951. 

1. Federal Supply Service centers are the store system of the General Services 
Administration and were established by Public Law 152, Eighty-first Congress. 
The centers are located at Atlanta, Boston, Chicago, Cleveland, Dallas, Denver, 
Kansas City, Los Angeles, New York, San Francisco, Seattle, and Washington, 
D. ©. 

2. The military departments, acting through the Armed Services procurement 
regulations conference held February 27, 1951, approved the following policy on 
utilization of facilities of the Federal Supply Service, General Services Admin- 
istration, for supply material within the United States: 

(a) The purpose of this policy is to enable the General Services Administra- 
tion to provide more effective service to the Department of Defense and to other 
Federal agencies and to secure better prices on the basis of over-all Government 
requirements. 

(b) To achieve these results, military activities and installations located in 
the Continental United States, that are authorized to purchase their requirements 
for matériel locally, will purchase such matériel from the Federal Supply Service 
Centers when: 

(1) They have made prior arrangeinents with authorized field agencies of the 
Federal Supply Service to establish estimates of requirements and to assure 
availability of the items and quantities required. 

(2) The matériel is identified as that available to and used by Federal agencies 
generally through facilities of the Federal Supply Service centers. 

(3) Military effectiveness will not be decreased. 

(4) The items do not require overseas packaging or packing 

If the above criteria are met and if the prices and delivery time are equal to 
or better than outside sources, it is mandatory that such items be procured from 


the General Services Administration. When local procurement of an item is 
authorized, the Stores Stock Catalog of the Federal supply centers should be 
checked for availability of stock prior to procurement through commercial 


sources. 

3. The items available from Federal Supply Service stocks are listed in their 
Store Stock Catalog, copies of which are available from the nearest regional 
office of that agency. 

4. The purpose of this policy is to facilitate procurement by the Navy of those 
items which are not under centralized inventory control and is not intended to 
limit the Navy in any manner in the stocking of GSSO items. It merely permits 
the Navy to purchase the items it requires which are not under centralized inven- 
tory control and which the Navy does not presently contemplate placing under 
inventory control. 

5. Federal Supply Service centers will be considered only as another com- 
mercial source of supply for the material required, with the exception of Federal 
prisons and blind-made products and the items listed in paragraph 238031-1, 
BuSandA Manual, which are mandatory for procurement from Federal supply 
schedules, 

J. L. Howarp 
(By direction). 
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Mr. Larson. I would like to elaborate on what I said about the 124 
items in response to Mr. Roback’s comments. I was speaking of my 
concept. As I see it, we are ready to test the feasibility of these 124 
items, by making it mandatory that they be procured from GSA 
sources. That will test the feasibility. I am opposed to isolating on 
a very small scale a few of these items, in order to test the feasibility 
of GSA supply. I think that is so time consuming—and we have 
already consumed 3 years in reaching where we are today—that none 
of us will live long enough to see Public Law 152 implemented as 
was conceived by Congress, unless now that we know that we are a 
dependable source of supply we are enabled to move in on a mandator: 
basis. 

Mr. Rornackx. I didn’t want to suggest for the subcommittee, Mr. 
Larson, that we were defending that particular approach to this kind 
of determination. In fact, many of the subcommittee members, | 
know, feel that the process of testing selected items is a vast, compli 
cated process, a technique which the subcommittee has described in 
one of its reports as an eclectic approach to the problem, because you 
could probably test in the wide range of some millions of items fron 
now until Doomsday and you would prob: ibly reach a conclusion that i 
positive with respect to one item and negative with respect to another, 
and the results would probably be equivocal. 

Chairman Bonner. Mr. Kennedy desires to ask several questions. 

Mr. Kennepy. Hasn't one of the difficulties in field administration 
been that the regional organizations in the GSA have not been able 
to function as you desire because in dealing with other civilian agen 
cies your regional directors have broad authority that is not matched 
in the other agencies?’ Therefore, what Mrs. Harden was directing 
her attention to would appear to be the only answer, until that defect 
is corrected. The general policy considerations emanating at the 
departmental level would appear to be the only answer. 

Mr. Larson. I think that is right, Mr. Kennedy. In those agencies 
where the authority for operation in the field is held very closely on 
the departmental level in Washington, only a general departmental 
expression of policy and issuance of directives will solve the situation. 

I might say this, as a result of my observation, that there is a 
tendency to loosen up, to become more decentralized, on the part of 
the agencies of the Government. But GSA being a new organization, 
we had an opportunity to go further in that direction than old-line 
organizations that had been dedicated to the old concept of controlling . 
every item from Washington. So we have had, as Mr. Kennedy says, 
great authority in our regional operations. It is regrettable from our 
standpoint, at least, and I think many other standpoints, that many 
agencies have not yet seen fit to put that same confidence in their re 
gional officers. 

Mr. Kennepy. Wouldn’t that appear to be an area in which the 
subcommittee could gainfully devote itself, when you consider that 
these civilian agencies, for instance, and in some cases the local mili- 
tary commander, could set at naught the very purposes of Public 
Law 152 in this fashion ? 

Mr. Larson. I would certainly assume that it would be an appro- 
priate area to examine. 
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Mr. Kennepy. As Administrator, it might be helpful to the sub- 
committee if, in your responsibility in m: aking recommendations to the 
Congress, problem areas of that nature could be brought to the atten- 
tion of the subcommittee, and the civilian or military agencies that 
are holding up this area and blocking it were singled out and Congress 
viven an opportunity to explore the reason why they haven’t decen- 
tralized their authority. 

Mr. Larson. I think in our last report we did. It might have been 
\ special report either to the Senate committee or House committee. 
We did point out the difficulties of operating without comparable 
authority in the field with other civilian agencies. 

However, we interpret Public Law 152 as giving us the authority 
to issue a directive regardless of the attitude of the civilian agencies 
on decentralization; and it is our responsibility to report to the Con- 
cress if our directive is not adhered to in that connection by the civil- 
an agencies. 

Mr. Houirrecp. Have you issued those directives to the civilian 
agencies ¢ 

Mr. Larson. For the most part, yes. There again we have made 
the cautious approach. We wanted to be certain that we could fulfill 
the requirements when we have issued a directive assuming that. 

Mr. Houirimeip. You expressed confidence in your testimony pre- 
viously that you had reached a point now where you can render the 
service ¢ 

Mr. Larsen. Yes; we have the facilities in every region now in 
the supply field to meet any job that could conceivably be given to 
us at this time in the field which we are discussing, except perhaps in 
the Atlanta region. There we have had an extremely difficult problem 
in warehousing, which we are just now working out, and the time 
there would be somewhat longer than in other regions. 

But, as Mr. Bradford pointed out, the natural time lag in taking 
over inventories and transferring them and so forth would give us an 
opportunity to get far enough ahead on our facilities, our program of 
construction in the case of warehouses, to meet requirements. 

Mr. Ho irtevp. Is it your intention to issue those mandatory regula- 
tions shortly that have not been issued ? 

Mr. Larson. That is correct, just as soon as we have the facilities 
to do so and have established by surveys that it is economical for us 
to do so. 

Mr. Hotirtevp. It would seem to me that you would be in a stronger 
position to represent yourself to the military establishments as a sup- 
plier if you had accomplished the job within your own province of 
civilian agencies first. 

Mr. Larson. I think that the apprehension on the part of the mili- 
tary is different than that of the civilian agencies, as I expressed awhile 
ago. 

Mr. Hourrretp. Their apprehension is different, but your own 
schedule of accomplishment within the civilian agencies, where you do 
not have to concern yourself with their antagonistic attitude, it would 
seem to me would indicate that you should ‘solve your own problems 
within the civilian agencies first. 

Mr. Larson. Yours is an excellent suggestion, Congressman Holi- 
field. 
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Mr. Mack. There is one further point I might mention, which | 
intended to comment on before : 

You made a statement, Mr. Chairman, about the Air Force having 
indicated that they would be prepared to go ahead as soon as we were 
ready to handle their common-use items, as I recall it. I do think 
that, in the discussion with the Munitions Board, this is a matter that 
should be taken up with them, so that we could give every considera 
tion as soon as possible to looking into that problem. 

Mr. Bonner. That was not my statement. It was the statement of 
the Secretary of the Air Force. Of course, if you gentlemen are not 
capable of handling this, and prepared to handle it, then you get this 
committee in a peculiar position, because we have been hammering at 
this thing for some time. And this hearing is bringing a lot of doubt 
into my mind as to whether you are prepared to do the job, if you 
haven’t got confidence in yourselves. 

You have been in business now how long? 

Mr. Houtrretp. Three years. 

Mr. Bonner. I do not want to be a party to bringing about a chaotic 
condition. 

Mr. Houirtevp. It is true—is it not—that your cushion of appro- 
priations is only between 6 and 8 million dollars? 

Mr. Larson. It is only about $8 million. 

Mr, Houtrietp. How far will that go toward providing you with 
enough capital funds to do this job? 

Mr, Larson. We have calculated the risk, and I am disturbed about 
Congressman Bonner’s statement that we have created doubt in his 
mind as to our ability to do the job. I thought I had been emphatic 
in the expression of my own confidence in our ability to do the job; 
and I thought what we showed you today by way of our facility indi 
cated that we had at least in this area the ability to do the job. And 
the calculated risk is the time lag that is physic ally necessary to take 
over inventories and to reach agreement on items. 

The cushion is not great, and if the Congress does not see fit to sup- 
port the program by way of appropriations it could not goon. There 
is no question about that. 

Mr. Bonner. Is there any way you could have an interchange of 
funds with the Air Force? 

Mr. Larson. Public Law 152 and its amendment provides—— 

Mr. Bonner. An advance of funds, instead of an interchange of 
funds. 

Mr. Larson. I think there is a provision for advance of funds, yes 
but I personally don’t think that is necessary. 

Mr. Bonner. I did not mean exactly that you have disillusioned 
me altogether, but I think this hearing has opened my eyes quite a bit. 
I was in hopes that you were far more advanced than you are, from 
what I understand here. 

Mr. Larson. In what way, may I ask? 

Mr. Bonner. Prepared to take care of this. We have been driving 
at the armed services to utilize your organization. 

Mr. Larson. I think we have advanced just about as rapidly as 
we have been financed. We certainly would not have been justified in 
taking over any responsibility in the areas that we have been discuss- 
ing here a year ago, compared with the justification we have today 
for doing it. And, in addition, there is the acquisition of facilities, 
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the acquisition of warehouse space, the training of personnel, and 
the reaching of agreements. 

Mr. Bonner. The existing warehouse space supplied these func- 
tions; is that not right ? 

Mr. Larson. Yes, but that was so widely scattered that it could not 
be economically utilized in a central operation. Otherwise, we would 
lose the benefits of elimination of duplication over a large part of 
the area. 

Mr. Hortrrevp. Mr. Chairman, if I may interpose a thought here, 
it seems to me that the testimony that you have given, Mr. Larson, 
indicates that you have utilized the increased appropriations, which 
were at $14 million a year ago, and then you were given this addi- 
tional appropriation up to $44 million. The fact that you have ad- 
vanced and used up to $36 million does indicate that you have been 
rapidly using your available appropriations; so, it does seem to me 
that you have made remarkable progress in jumping from $14 million 
and using an additional $22 million within the year. 

Am I right in those figures ? 

Mr. Larson. That is correct. 

Mr. Houtrreip. And you are rapidly nearing now the end of your 
$44 million appropriation / 

Mr. Larson. That is correct. And if we were to take over the inven- 
tories of the civilian and military agencies in these items, of course, we 
would give them credit for what we take over up to the inventory level 
agreed upon with the Bureau of the Budget, as Mr. Mack explained. 

Mr. Hortriretp. May I ask, is that inventory level $44 million? 

Mr. Larson. That inventory level will vary as to the installation 
and so forth, whatever it is. If we take over the Veterans’ Administra- 
tion’s inventory of office supplies—let us say that that inventory on a 
3-month level or a 4-month level is $10 million; that we would deter- 
mine would be a reasonable level as to what they should have in stock 
under reasonable management; then we would give them credit for the 
$10 million. But, if it is $12 million, that additional $2 million is an 
accretion to the capital funds. 

Mr. Houirretp. Would you have to have specific authorization to 
exceed your $44 million inventory / 

Mr. Larson. We already have it. 

Mr. Houtrrerp. You have that from the Bureau of the Budget? 

Mr. Larson. We have it from your committee and from the Con- 
gress, in the last amendments to Public Law 152 (Public Law 152 
s2d Cong., 2d sess.), where the authorized capital of the “General 
supply fund” was increased from $75 million to $150 million. It is 
up to the Appropriations Committees to approve that appropriation, 
if it is justified. 

Mr. Hortrietp. Then you could take over any inventories that would 
be available to you, and establish a credit for that agence y; and then, 
as far as the replacement of that inventory is concerned, once that had 
been issued it would depend upon your appropriations? 

Mr. Larson. That is right. 

Mr. Houirtevp. I have the train of procedure in my mind now. 

Mr. Exxiorr. I wonder if I might make one comment. 

Mr. Bonner. Certainly. 
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STATEMENT OF MAXWELL ELLIOTT, GENERAL COUNSEL, GENERAL 
SERVICES ADMINISTRATION 


Mr. Exxiorr. We have had this problem in this committee before. 

It is an old problem, the problem of which comes first: the chicke e 
or the egg. We have gone to the Appropriations Committee and said 
we need an increase in our appropriated capital before we can do such- 
and-such a job. And they would say to us, very reasonably: “Have 
you got an agreement to do the job? And if we say “No,” then they 
Say we are premature. 

So, it is true that if we take over all the common-use items we are 
going to need more appropriations in our capital. But I do think 
that to get that from the Appropriations Committee—and I person- 
ally believe that we will—we need to be able to go to them and say, 
“Here is the deal we have set up with the Air Force. Mr. Gilpatric 
and Mr. Larson have agreed to it.” 

Mr. Hotirretp. Based on a mandatory regulation that they should 
use your agency, you would have your agreement, then, as a basis. 

Mr. Extiorr. That is right. 

Mr. Bonner. Mr. Ward. 

Mr. Warp. Mr. Chairman, along the line of Mr. Elliott’s statement, 
at the little hearing we had on this study on the 124 items, it was made 
very clear that the decision would be in the military services as to 
what would be done. In the meantime the Air Force has expressed 
confidence in the GSA; they have been satisfied with the service 
they have been getting, and they say they would like to have GSA 
handle their administrative-type items. It is always better to deal 
with someone who wants to deal with you, and it 1s wise to get to- 
gether at the Washington level with Mr. Gilpatric and find out what 
Air Force requirements are for these common items, how many million 
dollars are involved; match that with the capital $44 million, and the 
turnover—if you turned out the stock four times that would be $176 
million instead of $44 million. 

If funds are insufficient it may be necessary to get an advance under 
the Economy Act procedure. 

Mr. Exxiorr. We can get an advance under the Holifield Act. 

Mr. Warp. It can be credited to “General Supply ?” 

Mr. Exsiorr. Yes; we can, to be credited to the “General supply 
fund.” 

Mr. Warp. Either that way or the other way. At least you would 
be going forward in a positive way instead of this endless studying in 
cletail of these 124 items. 

Mr. Exntorr. That is right. 

Mr. Larson. That is right, Mr. Ward, and we have already taken 
steps with the Air Force to do just that. 

I might point out that the Air Force, being a new service, does 
not have the installations which are duplicated by GSA installations 
such as the old services have; so the Air Force is consequently using 
GSA now to a greater extent than the other military services. Hence 
the actual savings in installation cost and elimination of duplication 
will not be so great. But we welcome the opportunity to demonstrate 
to the military as a whole our ability to meet their requirements by 
meeting the requirements of the Air Force. 
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Mr. Warp. Then in 1 month or 2 months, or whatever is reasonable, 
you and Mr. Gilpatric can get together with this subcommittee and 
Mr. Holifield and see what progress has been made, so that the thing 
will be punched through. 

Mr. Larson. You are absolutely right, Mr. Ward. We have to 
get away from the 3 years required to reach agreement on this little 
thing, this book of memorandums of understanding here, which don’t 
mean anything after we have reached them if they are not imple- 
mented, and if we are involved in endless committee meetings and 
discussions on all levels of the Military Establishment. 

Mr. Warp. That is right. You have to have a good, positive pro- 
rram in order to get somewhere in a matter of a few months. 

Mr. Larson. To the extent that we have the facilities to do this we 
are chafing at the bit to do it. Our chafing results from our feeling 
that Congress meant wast. it said when it “passed the Holifield Act. 
We are not going out here and seeking this because we want more 
work, or we want to Sold. an empire. We are trying to implement 
the express desire of the Congress. 

Mr. Kennepy. Isn’t it also true, Mr. Larson, that in the absence of 
these agreements the seeking of an advance of funds from the Air 
Force or the Army, and possibly getting them, would amount to a 
circumvention of the appropriating committees, which would be 
frowned upon in view of the fact that the money was allocated by them 
for possibly other purposes ? 

Mr. Larson. I don't think so, in view of the specific legislation in 
Public Law 152 authorizing us to do that, plus the Economy Act legis- 
lation that Mr. Ward has spoken of. That would be well within the 
expressed policy and authority of the Congress. 

To be quite frank with you, because of the actual set-up of the 
appropriating machinery of the Congress, where there is no place in 
that mac -hinery to evaluate objective ‘ly the benefits of the General 
Services Administration, we welcome an opportunity to serve a cus- 
tomer, because we think we can go along with the Air Force to the 
Armed Services Subcommittee and convince them of our ability to 
take on that portion of the military job and do it cheaper, as we have 
discussed here today. We must move into that field of informing the 
Congress, and particularly the appropriating bodies and subcommit 
aa of the Congress. If we don’t, in my opinion 12 months from now 

SA will have to be liquidated, because I think it is just that crucial. 

"I had a call the other day from a very high officer of the Government, 

the head of a department, who called on me to inform me that he was 
being a nice fellow, that he was informing me as to what he was going 
to do in the next Congress. He was going to the Congress and ask 
them to pass legislation giving him specific authority to handle his 
own space, to lease and to take care and clean his own administrative 
space, for the reason that General Services was cleaning the offices of 
his department once a week, cleaning the windows an average of once 
every 6 months, and other things that we have been forced to do be- 
cause the Congress does not give us the money to do more. 

Now, if that situation happens i in that great big department of our 
Government, the dam will have been broken and we will have 94 agen- 
cies of the Government in a very short time running the price of real 
estate up here in San Francisco to such astronomical figures that the 
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chamber of commerce will be calling you gentlemen back here to do 
something about it, because the civilian population can’t compete 
with it. 

That is just one example of how crucial the situation is insofar as 
GSA is concerned. 

Mr. Kennepy. Do you think, Mr. Larson, that that stems from 
a lack of appreciation of the stand Mr. Holifield has made consistently 
that this is a general services agency for all Federal agencies, and 
especially the civilian, and not just an additional agency tacked onto 
the rest and participating at the same level ? 

Mr. Larson. That is exactly right. We have got to create somehow, 
somebody has, the concept in the Congress that we are comparable to 
the General Accounting Oflice. We operate right across the board on 
administrative services like the General Accounting Office operates 
in its ability to audit all of the accounts of the Government right 
straight across the board, for the benefit of the Congress. We do it 
not only for the benefit of the Congress but for the benefit of the tax 
payer and everybody else concerned. 

Mr. Bonner. Mr. Larson, have you streamlined your Washington, 
D. C., organization as much as possib ‘le so as to put more funds. into 
the field ¢ 

Mr. Larson. That is a matter of opinion that might be debatable, 
Mr. Bonner, I would say. 

Mr. Bonner. I am not wanting to debate it. I just asked you as the 
Administrator. 

Mr. Larson. After that preface, I am going to give you my opinion, 
which is “Yes.” 

Mr. Bonner. Now, I would like for the record to know who these 
gentlemen are that are attending this hearing. Will you please just 
start over here and give your name and title, or what you do. 

Mr. Roserr L. Bennerr. My name is Robert L. Bennett, Chief of 
the Federal Supply Division at Los Angeles. 

Mr. Eart R. Morvorp. My name is Earl R. Morford. I am Chief 
of the stores division for this region of the GSA. 

Mr. Roserr C. Urzetman. My name is Robert C. Utzelman. I am 
regional traffic manager. 

Mr. Darret E. Briy. My name is Darrel E. Bray. I am stores divi- 
sion liaison officer. 

Mr. Rorerr E. Reno, Jr. My name is Robert E. Reno. I am Chief 
Inspector for the Fede io Gunvly Service. 

Mr. Ronerr I. Asupy. My name is Robert I. Ashby, and I am chief 
of the purchase division, consisting of an operation both at Los Angeles 
and San Francisco, in this coordinated stores and purchasing program. 

Mr. Harry Forumer. My name is Harry Folmer. I am the Acting 
Chief of the Personal Property Utilization Division. 

Mr. Rex A. Fonrs. My name is Rex A. Fones. I am Chief of the 
Accounts and Reports Division in the Office of the Comptroller. 

Mr. Ricuarp H. Greenserc. My name is Richard Greenburg. I am 
regional comptroller. 

Mr. Ray M. McNary. My name is Ray M. MeNary. I am Chief 
of the Building Management Division, Public Buildings Service. 

Mr. Bonner. Now I want to ask a question. 
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In the system in General Services where you gentlemen work can 
vou make suggestions as to how to operate this organization better, in 
your individual functions ? 

Voices. Yes; there is. 

Mr. Bonner. And do you offer suggestions as to how to operate your 
functions ¢ 

Voices. Yes; we do. 

Mr. Bonner. Do you get any improvement? 

Voices. Yes; we do. 

Mr. Bonner. Are there any other questions that the subcommittee 
desires to ask? 

Mr. Rorack. Just one point, Mr. Chairman: The question was 
raised at this briefing session back in Washington as to whether, if 
there were standardization of these items that were selected, these 124 
items that would have made any difference to the possible conclusions. 

In other words, if there were many variations of items would that 
have made the GSA’s assumption of the supply of the military so 
complicated that results might have been, so to speak, negative rather 
than positive? And the answer was that that would have made no 
difference. 

Those conducting the study stated that whether these items were 
standardized or not wouldn’t make any difference as to the feasibility 
of GSA’s distribution. These 124 items actually are only a few sepa- 
rate categories of items. For example, there are 7 items of computing- 
machine paper, 25 items of mimeograph paper, 13 items of manifold 
paper, and so forth. In other words, of the 124 items that were 
actually selected for scrutiny, there are just about 6 or 8 or 9 or 10 
actually different items. 

Mr. Rosack. That is right. 

Now, the question is, if there were standardization and effective cat- 
aloging of those items would that possibly make a difference as to the 
feasibility of the GSA supplying the military in this field ? 

Mr. Larson. I should say obviously it would make it eminently more 
practical and easier to do, and obviously much more economical. 

Mr. Rorack. That seems to be a common-sense conclusion, and it 
was other than what was stated by the representatives of the survey at 
the hearing. I merely wanted the record to show that. 

Mr. Bonner. Mrs. Harden, do you have any further questions? 

Mrs. Harven. No further questions. 

Mr. Ho.trievp. I would like the record to show that, while I am not 
a member of the Bonner subcommittee, I am intensely interested in 
this matter, as it does stem from legislation which was sponsored by 
the Holifield committee. And I want to express my thanks to Mr. 
Bonner for his courtesy in inviting me to participate in these hearings, 
and the ones that preceded it, which I was unable to attend. And 
also my appreciation to the other members of the committee, and 
especially my appreciation for the fine work that they are doing along 
this line. I think it is going to be of great value in the implementation 
of Public Law 152. 

Mr. Bonner. I want to express again my thanks and the apprecia- 
tion of the subcommittee for your full cooperation, and tell you that we 
have enjoyed being with you, and if there is any misunderstanding 
about any questions or answers or expressions, just let us know. 
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Mr. Braprorp. Mr. Chairman, may I say for the record that it was 
a great honor for us to have your committee inspect our warehouse 
operation today, and we are very grateful to you for taking the time 
and having the interest to go down and really study it the way you 
did. 

Mr. Hourrrecp. Mr. Chairman, if I may interpose again, I would 
like to say that I am planning to take a different subcommittee to 
Seattle and to Alaska on another trip of committee business, but I 
would like to have the staff alerted, if you have a staff in Alaska, and 
I know you do have in Seattle. I would like to spend a few hours in 
each place looking into the GSA operation in those areas. 

(Whereupon, at 5:50 p. m., Tuesday, August 26, 1952, the subcom- 
mittee adjourned. ) 





FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART IV 
(Section 1) 


(Meeting held at Headquarters, Utah General Depot, Ogden, Utah) 


THURSDAY, AUGUST 28, 1952 


Hovse or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DeparTMENTs,) 
Ogden, Utah. 

The subcommittee met at Headquarters, Utah General Depot, Ogden, 
Utah, at 9: 30 a. m., August 28, 1952. 

Present: Representatives Herbert C. Bonner, chairman; (Mrs.) 
Cecil M. Harden, and Chet Holifield. 

Staff members present: Thomas A. Kennedy, general counsel; Ray 
Ward, staff director; and Herbert Roback, staff director, Reorganiza- 
tion Subcommittee. 

Also present: Hon. Harold Pearson, Deputy Assistant Secretary of 
the Army, Research and Matériel; Maj. Gen. P. H. Tansey, Assistant 
Chief of Staff, G4; Maj. Gen. H. Feldman (retired); Brig. Gen. 
I. K. Evans; H. A. Abersfeller; Col. Alexander A. Dobak; Col. L. L. 
Skinner; E. H. Ward; Col. C. P. Cook; Maj. N. W. Davison; Maj. 
Thomas S. Braswell; E. C. Burnett; Rear Adm. C. H. Gillilan; Com- 
mander F. E. Johnstone; Lt. G. R. White; John F. Kinnemann; 
Shirley R. Shelton; Col. H. R. Volin; Maj. R. Pollack; William G. 
Leithiser ; and Max W. Petersen. 

Colonel Skinner. Gentlemen, we are honored this morning by hav- 
ing with us Hon. Herbert C. Bonner, who will open the conference that 
we have this morning. 

Mr. Bonner. The subcommittee will come to order. Colonel 
Skinner, and other gentlemen of your staff, this is a-subcommittee of 
Government Operations Committee of the House of Representatives. 
Those present are Mrs. Harden, of Indiana; Mr. Holifield, of Cali- 
fornia; and myself. These are other members of the subcommittee who 
were unable to be present with us today, but they have been present 
on practically all of the other hearings we have conducted. The staff 
of the committee is composed of Thomas Kennedy, general counsel ; 
Ray Ward, staff director of the subcommittee; and Herbert Roback, 
staff director of the Holifield Subcommittee on Executive and Legis- 
lative Reorganization. 


1Name changed to Committee on Government Operations, July 4, 1952. 
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I am sure you gentlemen are aware of the fact that Congress dele- 

gated to the Committee on Government Operations the responsibility 
of investigation of expenditures of Federal funds in the executive, 
legislative, and judicial branches of Government. The subcommittee 
therefore is a management committee. This subcommittee’s concept 
of right is to get the most for the least and get the best for what we 
spend. We have reached the point in our national life when we 
must conserve and make better use of the materials we have. We are 
almost becoming a “have not” Nation. The competent Paley Com- 
mission on Mineral Resources has recently pointed out that we may be 
in critical need of many items by 1975. In other words, our wasteful 
ness may deprive our children of the things that we have today. 
In addition to the procedure we have followed for years, we are, at 
best leaving an enormous debt for those who will follow after us—it 
is $260 billion now and growing daily. Our annual budget of $80 
billion adds its weight to what may take years and decades to liqui 
date. 


BULK OF BUDGET FOR MILITARY SUPPLIES 


We know that the bulk of the budget is for military supplies and 
equipment. We have understood that there is an important merchan 
(izing study being conducted here. This subcommittee has visited 
installations on the Atlantic seaboard: we have been out and visited 
certain installations on the Pacific coast; we have been around the 
world. We know there is a spirit of cooperation among the men in 
the armed services; we know the men in the armed services are just as 
interested in economy and efficiency as the Members of Congress and 


the membership of this subcommittee. The point is to find ways and 
means to bring this to pass and to get the three branches of the national 
defense to cooperate and work together to reduce unnecessary expendi- 
tures by cross-servicing, consolidation, and the interchange of ideas 
and to serve each other 


POSSIBILITIES FOR SAVINGS 


Our reports and hearings gave the Senate a great deal of sound 
information on which to bring about amendments to appropriation 
laws during the last session and reductions in the Federal budget. 
I say these things not to brag nor to seek undue credit, but to illus- 
trate the untold millions and billions that can be saved, in the opinion 
of this subeommittee. This subcommittee has not indulged in sen 
sational publicity. We have tried to find the fundamental things 
to point out and to work on to get improvements. There are many 
things that we might have pointed out to the newspaper people, but 
we are interested in vou; we admire the men that wear the uniform; 
we don’t want to bring any undue criticism; we don’t want to reduce 
the striking power of the armed services; we want to, if possible, lend 
such aid as we can to effect a more efficient striking power and a more 
cohesive striking power, both in the air and on the seas and on the land. 
So, with that, Colonel Skinner, you and your staff now tell this sub- 
committee just what you are doing and what you contemplate doing 
and how you propose to buy more efficiently and economically and 
change some of the old ways into more modern businesslike practices. 
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STATEMENT OF COL. L. L. SKINNER, COMMANDING OFFICER, 
UTAH GENERAL DEPOT 


Colonel Skinner. The Honorable Mr. Bonner, Mrs. Harden, Mr. 
Holifield, members of the congressional committee, and distinguished 
visitors, I am Colonel Skinner, commanding the Utah General Depot, 
ind it is my pleasure this morning to welcome you to this installation. 
We hope that your visit will prove to be instructional as well as 

pleasant. Further, we sincerely hope that as a result of your visit 
vou will be able to point out to us how we can improve our operation 
and assist you in your objective to obtain the maximum defensive 
value for each tax dollar expended. I do not believe the objective set 
for this depot differs materially from that of your subcommittee. 
However, our sole purpose for our existence is to insure that our 
combat troops have timely and adequate supply of all items which 
will insure the combat effectiveness of our troops in any situation 
they may face. I do not believe it is out of order to state that we 
realize our responsibility for the economical operation of this depot. 
However, the success we obtain in this respect makes us realize that 
even in this small segment of our supply system, there are areas in 
which economies can be effected. The elimination of these problem 
areas and the st ruggle to reduce the cost of each operation are a 
constant challenge to the depot commander. 


MANAGEMENT OFFIC] 


To assist me in these problems I have a very efficient and active 
management office charged with management surveys, analysis of 
operations, and reappraisal studies, and to make to me recommenda- 


tions to correct our deficiencies. I have with me on this platform this 
morning Mr. Elmer Ward, who is chief of my management division, 
who will later on address you and give you a more comprehensive 
picture of the statistical part of the depot. 

In addition to that, at the depot at the present time we have Lieu- 
enant Colonel Cook and Major Davison—Colonel Cook from the 
‘)ftice of the Comptroller of the Army and Major Davison from the 
Office of the Assistant Chief of Staff, G—4, who are engaged in con- 
ducting a test of a simplified supply system which we hope will render 
our present procedures more effective and more economical. They 
will explain this later on in the morning in detail. 


ORGANIZATION OF UTAH GENERAL DEPO'l 


At this time I would like to take a few minutes to acquaint you 
with our organization. As the name implies, the Utah General Depot, 
we have five of the technical services operating under their respective 
chiefs of service in Washington for the tec +hnical operations of their 
section. These are the Adjutant General Supply Section, Chemical 
Supply Section, Engineer Supply Section, Quartermaster Supply 
Section, and Signal Supply Section. These are operating under their 
respective chiefs of service in Washington. In addition to that, on 
the same operating level, we h: ive the defense printing plant, operating 
under an industrial fund basis and providing printing service on a 
competitive basis to all Government agencies in the Pacific area. 


25062 a3 36 
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DUTIES OF DEPOT COMMANDER 


The responsibility of the depot commander with respect to thes: 
various operating agencies is to provide administrative and commo. 
services which will enable ~~ operating sections to carry out their 
mission. In this regard, » have the transport: ition division which 
sup yplies transportation for ‘all of the operating services ; also the depot 
facilities division, which we know as our utilities divi ision; our engi- 
neering section. Then I have the adjutant’s office; the civilian per 
sonnel office and the fiscal office which handles all of our funds—the 
expenditures—and the handling of our fiscal matters within the depot. 
We have the miscellaneous services office, which provides other services 
such as maintenance, salvage, security, machine records—all operating 
under the maintenance branch. We have a common box shop for all 
the operating services. 

We have at this depot a commander of troops. At the present time 
we have three organizations: a quartermaster base depot company, 
a salvage company, and a subsistence company; they are here purel) 
on a training mission—on-the-job training—prior to their assignment 
for an overseas mission, 

As to my own special staff, I have my management office headed by 
Mr. Elmer Ward, who provides management consultant service to all 
operating branches and divisions at the depot. In his office is the con- 
trol of our operations. In addition to that, my special staff, which 
provides the housekeeping facilities we need; safety director, intel- 
ligence, public information, troop information, restaurant officers, and 
such varied services. 

SPECIAL ACTIVITIES 


We have certain separate activities on the post. We have the quar- 
termaster general stock control field liaison office; we have an ORC 
instructor’s office out of the Sixth Army; the Army Audit Agency is 
present at the depot. We have a United States Army finance ofli- 
cer—we supervise the personnel and assignment of personnel for the 
quartermaster; we have the Denver Market Center and then we have 
the Department of Defense commercial warehouse field office. That 
in brief terms is the organization of this depot, and that, for your 
information, is all included in the brochure which is now placed on 
your desk. 

HISTORY OF DEPOT 


It might be appropriate at this time to give you a slight history 
of this depot. This is the site of the depot right up above the organi- 
zation chart [indicating]. The strategic value of the Ogden area 
has long been recognized for military purposes. In August of 1940 
the official selection and approval of the present site was authorized 
by the War Department. The final purchase of the depot site was 
accomplished in September 1940, and construction on our present 
site was begun in November and December 1940. By April ae we 
had completed our first warehouse. In July of the same year, 1941, 
they received the first order of supplies, which happened to e's car- 
load of blankets. The depot was officially activated on the 15th of 
September 1941, and was known as the Utah General Depot. It has 
passed through several redesignations; it has been known as the quar- 
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termaster depot; as the armed services distribution depot, but event- 
ually it came back to its original designation. 

| would like to point out on the supply lay-out just above you a 
few of the statistics and a few of the things we have. At the present 
time you are seated in this building [indicating], which is the adminis- 
tration building, right here, located in this area. The depot is en 

closed by a fence and the whole area includes some 1,670 acres of land. 

We have adequate road and railroad network system, serving all of 
our warehouses and serving the entire depot area. The road network 
is about 56 miles; we have about 45 miles of railroad within the depot, 
with our own marshaling yards, and so forth. We have 25 dock- 
level warehouses; these warehouses right through here | indicating] 
are of dock level, having both rail and truck transportation facili- 
ties for unloading and/or loading supplies. We have certain new 
construction which has been authorized by Congress for this depot. 
We have under construction four new warehouses in the area. 
Those will be dockside warehouses with rail and truck facilities. We 
have one open storage warehouse under construction—that is merely 
a shed. We have just completed a new engineer maintenance ware- 
house. We have proposed for construction a new box shop. At the 
present time our box shop is occupying this section of the warehouse, 
occupying excellent warehouse space, and it would be more convenient 
and better operated if it could be in a separate building. 

We also have for the Signal Corps a proposed cable-processing 
building located over on our marshaling yards. We have at the 
present time our officers’ quarters; we have about 52 sets of quarters 
which are remodeled barracks type buildings, wartime buildings re- 
modeled into apartments. We have authorized and now under pro- 
posal to let the contract for a housing project up in the northwest 
corner of the depot in this particular area right here [indicating], 
which is particularly suited for the construction of the projects. That 
has not progressed to the point where any construction or where any 
contractor has a contract at the present time. 

Now, in addition to this, practically all I have given you in the 
chart up here will be in your brochure on a lay-out of the depot. 

Now, at this time I would like to call Mr. Ward, who will be able 
to give you a more comprehensive picture of what we are actually 
doing at the depot, our mission, and how we are attempting to run 
the Utah General Depot. 

Thank you very much. 


STATEMENT OF ELMER H. WARD, CHIEF, MANAGEMENT 
OFFICE, UTAH GENERAL DEPOT 


MISSION OF DEPOT 


Mr. Eimer Warp. Chairman Bonner, Members of Congress, and 
guests, I would like to go into a little bit of detail in regard to the 
mission of the depot and all of the various technical services at the 
— over-all; while there are individual and separate missions for 

each one of the five technical services, the over-all mission I would 
like to express this way. 

They serve the Sixth Army area, the San Francisco port, Seattle 
port, and Los Angeles port, the Far East Command, Philippines, 
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Alaska, and, generally speaking, those areas which are in the area of 
coverability. The maintenance activities of the various sections cover 
the Sixth Army area, reaching into the Fourth and Fifth Army areas. 

I would like to go specifically into the mission in a very short manner 
of each one of the various technical services : 

The adjutant general section handles public bills of lading and 
blank forms. Their mission covers the Sixth Army area, Fifth and 
Fourth Army, and all of the Far East Command, Alaska, and the 
Philippines. They have a storage and stock-control mission. 

The Chemical Warfare Service section has a distribution mission 
within the Sixth Army area as well as support through the ports of 
embarkation. They have a stock-control and storage mission also. 
They stock what is known in the Chemical Corps as general supplies, 
which consist of special items such as gas masks, flame throwers, and 
decontaminating units. 

The engineer supply section does not have a distribution mission. 
It is a key depot; a reserve depot. It receives its shipping instruc- 
tions from St. Louis or from the general depot section in Sacramento. 
It has a stock control and storage and a very large maintenance 
mission. 

On this maintenance mission it repairs all types of engineer equip- 
ment: Fire trucks, motors, compressor tanks, and all various types of 
items which you will see in your tour today. 

The quartermaster supply section h: as a distribution mission. It 
has an accountability depot mission. It is also storage for key items, 
and has a reserve mission. The quartermaster supply section has 
storage points located in the Sharpe General Depot, the Auburn 
General Depot, and Mira Loma Quartermaster Depot, and accounta 
bility for the Sixth Army area and for the Far East Command. 

The Fifth Army area is controlled by the quartermaster supply offi- 
cer at this depot. He also has the various storage locations that are 
mentioned, as well as a storage area at Utah, and handles his ship- 
ments wherever it is the most economical to ship the supplies and serve 
those particular areas. 

The stock accounting control mission issues the shipping instruc- 
tions. It was centralized back in 1948 during the economy move- 
ment. In addition to that, they handle the entire procurement for the 
depot, one single procurement system for the entire depot is under the 
quartermaster supply officer. He also has a very, very large main- 
tenance repair shop, and in that repair shop he repairs such items 
as furniture, clothing, equipment, wooden and metal items, refrig 
erators, and special purpose supplies. 

The signal supply section has a reserve mission with a stock con- 
trol and storage and maintenance mission. It is a reserve depot. It 
gets its shipping instructions from the Sacramento depot. It has a 
large maintenance activity, a fairly large storage division, and a stock 
control. 

In its maintenance activities it repairs radios, radar sets, generators, 
and various other items throughout the Signal Corps. 

The defense printing service is a revolving fund operation, which 
was activated in July 1950. It was capitalized for around $142,000, 
with a working capital of around $55,000, and this service has to pay 
its own way. In other words, it gets reimbursement from its cus- 
tomers. It covers the entire area of distribution of any Government 
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agency involved, the Air Force, Navy—all departments—get their 
printing done here, and are billed for the service. They are a non- 
profit organization. In other words, if their expenses are cut, and 
their efficiency improves, they reduce their prices. 

Now, as Colonel Skinner pointed out, the organizational structure 
as indicated above furnishes the service, the central services, for this 
operation at this level of the organization. 


TRAINING MISSION 


We have here at the depot, in addition to that, some training mis 
sions; we have a school, a quartermaster storage school for training 
quartermaster officers. At the present time it is in operation and has 
is officers going to that school. After these officers graduate from 
school, they are assigned to the various activities throughout the zone 
of the interior, or overseas. 

At the same time there is a maintenance school going on in the 
quartermaster supply section training 8 officers, and as Colonel 
Skinner mentioned to you about the training of the troops, of which 
there are 466 troops to be trained in this area. 


PERSONNEL AT DEPOT 


Now, to carry out this mission we have approximately 3,700 civilian 
employees assioned to the base here, about 81 officers, and 8 enlisted 
men. Actually, this depot is about 98 percent C1y ilian operated. 


SIZE OF DEPO'l 


We have 5,322,000 square feet of covered space, and approximately 
690.000 square feet of improved outside storage, and 9.936.000 open 
storage square feet of space, semi-improved, here at this depot. 


USES SOME ARMY NAVY SPACE AT CLEARFLELD 


In addition to that, we have 240,000 square feet of space which we 
are now using from the Clearfield Naval Depot. I thought you might 
be interested in how this space is broken down. The Adjutant General 
has about 5 percent; Chemical Corps, 12 percent; Engineers, 13 per- 
cent; Quartermaster, 51 percent ; Signal Corps, 15 percent ; and Head 
quarters, 4 percent. At the present time the depot is 84 percent occu- 
pied over-all. 

I would like to point out in this warehouse space figure I gave you 
we have a little better than 20,000 square feet of that warehouse space 
taken up by maintenance activities, such as I mentioned in these 
various shops of repair. A little over 20,000 feet of that is taken up 
by the maintenance activities. 


CROSS-SERVICING 


I think you would be interested in the cross servicing that is carried 
on within our mission here at the depot. The quartermaster section 
furnishes assistance to the Army as well as the Air Force. It also 
in its maintenance shop furnishes fifth-echelon repair for MAG equip- 
ment. In addition to that, they have a quartermaster operation and 
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an exchange-fund basis, which is simply units being rebuilt, like 
motors, hydraulic items, and so forth. 

As an old item is worn out on the fifth-echelon basis, it is sent it 
for repair, and the repaired item is sent back. This service include 
the Air Force as well asthe Army. In a very similar fashion, this ; 
carried out through commercial fields. In addition, our procurement 
service uses the services of General Services Administration on its 
purchases of all general supply items in compliance with the Depart 
ment of the Army regulations. 

The engineer and supply sections at this depot services for the Ai: 
Force as well as the Army in its fifth-echelon repair of heavy engi 
neer items which are furnished to the Air Force, such as cranes, bull- 
dozers, and items like that. They repair those for the Air Force. 

The signal supply section furnishes cable and wire and other items 
of signal type of equipment to the Air Force. 

The chemical section furnishes to the Air Force practically all of 
its types of items such as gas masks, decontaminating units, and so 
forth. Locally; here in this area. 

I think we have an outstanding unification program in regard to 
the various services. The commander meets once a month and goes 
over executive policies of this area where they have the Army, the 
Air Force ,and the Navy, and from that it stems to our management 
and to our personnel, which I am a part of. 

We meet periodically once a month to go over any problem that 
they may hand down to us for further investigation. This cross serv- 
ice and interchange of ideas is most beneficial in trying to find out 
how a better job can be done, and cheaper. 

The interchange of ideas has certainly paid off a great deal. An- 
other thing I might mention in connection with the cross servic ing 
is the salvaging 7 ation that is handled throughout this area by 
the Navy. The Navy furnishes that service. We have a fumiga- 
tion chamber here at the depot. It is a vacuum-type, gas-operated 
chamber which will fumigate any infested clothing or items of food 
supplies. The Navy has a mission over there of returned personal 
effects as well as other supplies, and we furnish the service on fumi- 
gation. We have a labeling and analysis section down here which 
is utilized by the Air Force and the Navy. 


INVENTORY AT DEPOT 


I thought you might be interested also in the amount and kinds of 
supplies we have stored here at the depot. We have about 284,000 
tons of supplies stored at this depot, the value of which is $667,397,551. 
Actually, we have problems we are working on all the time, and I 
would like to give you these figures on the turn-over of stock, and 
this is a project all sections are working on to try to improve and find 
out better ways of turning over the stock. You know as well as I do 
that there are many factors which affect the turn-over of Army 
supplies. 


TURN-OVER RATES 
The adjutant general section, on a tonnage basis here, turns their 


supplies over at the rate of every 14 months. The chemical supply 
section, which has ammunition, gas masks, and items like that that 
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re used in emergencies, turn over their supplies at the rate of 42 
ionths. 

The engineer supply section turns its over at a rate of every 19 
ionths. The quartermaster supply section at the rate of 14 months ; 
the signal supply section at the rate of 26 months, and naturally the 

arious missions which are assigned them of a technical nature have 
creat deal to do with the possibiliti ies of turning over those supplies; 
owever, they are working with their chiefs of the technical services, 
nd ans alyzing this problem from top to bottom. 


KOREAN IMPACT 


I would like to point out from this chart here how we were affected 
hy the Korean situation in regard to almost an immediate tonnage 
operation. This will show you at the time the Korean situation hit us 
that this depot had to stand one of the biggest brunts, and was called 
upon over night for tremendous amounts of ‘supplies. This is the over- 
all tons handled in 1950 and 1951. I might add that, during that time, 
to our knowledge and as far as our combat effectiveness was concerned, 
we feel it was outstanding, due to the fact we received many letters of 
commendation in regard to our efforts in getting supplies out to all 
the technical services and did not receive any ¢ ‘omplaints. 

Mr. Bonner, as you mentioned in your talk as the purpose of your 
subcommittee, we would like to take a few minutes now to show what 
we do here at the depot in regard to improvement, to make the dollar 
stretch as far as it can. 

We have some programs which we feel are quite effective, and I 
would like to take a few minutes to go over them. 


MANAGEMENT PROGRAM 


Here at the depot we have a management improvement program, 
and that program is both motivated and stimulated by all manage- 
ment improvement we can possibly put here, and into the depot, 
toward reduction in costs. We have a suggestion program in which 
suggestions are dropped into the boxes, and they are evaluated by the 
suggestions committee, and if they have any value, are passed on to 
the various chiefs of the services for their consideration and adoption. 

We have a management ener study. I am directed by the 
commanding officer and Office of the Quartermaster General, and my 
staff, in conjunction with the operators working together as a team, 
to make a reappraisal study for any improvement of every organiza- 
tion within this depot once a year. 

We have a work simplification program. We have a campaign of 
work simplification, which will be covered a little bit later on, which we 
think is quite effective. 

We have a standards program here at the depot, where we try to 
establish a standard of output on a given activity which we feel 
based on the best known methods we know today, in an effort to see 
that the taxpayers are getting full return for their dollars. 

We have a safety program, an efliciency-award program, a cost- 
conscious program; 1n connection with our standards program I 
brought down with me today an example of some of the charts we use 
in the chart room, and I would like to point out how we control the 
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work in our operation. This is the amount of tons. This happens 
to be a shipping activity, a C. and E. program, which is clothing and 
equipage of the Quartermaster Storage Division. This [indicating 
is the amount of tons shipped. ‘This is the standard for the ton. Ou 
standard here at the depot for C. and E. is eighty-eight one-hundredths 
of a man-hour to ship a ton of C. and E. supplies, which would b 
about every 50 minutes that a ton of supplies or clothing and equipag: 
will be moved here on shipping activity. 

Here is one on receiving of subsistence. You will notice that the 
volume of work moved up and down by the operator on below the 
standard, and our standard here is forty-four one-hundredths of a 
man-hour per ton, which means every 24 minutes a ton of subsistence 
will come off a car and be put into the warehouse, whether it be truck 
or car. We have set up standards on the best-known methods that 
we know today, and assist our supervisors in every way in helping him 
in his operation. 

This apples to items such as rewarehousing, receiving of genera] 
supplies, and items of subsistence. Here, 1 would like to point out, 
is a man-hour chart which we feel our standards program and our 
work-simplification program and all those other programs have pai 
us tremendous dividends. This.is a man-hours item expended in 
the Storage Division. There are no activities excluded in this chart. 
All the way through the red line is a monthly operation, and the gree1 
line is the accumulative, as it moves along. 


IMPROVEMENTS IN TLANDLING SUPPLIES 


In 1950 it required 3144 man-hours per ton to handle all the supplies 
of the Quartermaster Storage Division. Today it is being handled 
in about an hour and a half. Now, how does that work in man-hours 
compare to dollars We know there have been several in-grade raises, 
cost-of-living raises, for our in-grade employees, and we have our 
graded employees. So we are \ itally interested to see if our improve 
ment can keep up; to see the taxpayer is getting a dollar return in 
spite of those raises for the cost of living. 

The green line is personnel cost only. The red line includes supply 
personnel and supplies. This is the total cost per ton of shipping 
supplies in our storage activity of the Quartermaster. This cost in 
1950 went from $4.75 on personnel costs down to its present rate of 
$2.50, so we think in our efforts to improve our activity we are making 
the dollar stretch. However, we will also admit that there are always 
better ways and means of improving an operation. 

You might be interested in regard to the various technical services 
and just how their dollar is expended. Over-all, for the depot, 3 per- 
cent for all technical services in this level is taken up by the section 
heads, 4 percent for stock control, 33 percent for storage, and 60 per- 
cent for the maintenance activities, dollarwise. This is how it is 
broken down by the various technical services here at the depot. You 
will note that there is no maintenance cost within the Adjutant General] 
section, 
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In the Chemical Corps 12 percent; Engineer, 62 percent of his 
osts are maintenance; Quartermaster, 75 percent; and Signal Corps, 
‘) percent. 

Mr. BONNER. How does your cost compare to other ce pots of this 
itegory ¢ 

Mr. Ercmer Warp. We feel that our costs—— 

Mr. Bonner. Is a comparative cost study issued so you can see 
hat other depots are doing / 

Mr. Eumer Warp. Not all the way across the board, but on certain 
counts. The Office of the Quartermaster General and various tech 
ical services issue a cost ot operation. However, thes , th ngs vary a 
ereat deal due to the plant facilities, and they vive us special appraisal 
or the operation. But where the facilities are comparable we feel our 
sts compare very favorably. 

Mr. Bonner. Do you have any record on it to show ¢ 

Mr. Etmer Warp. Yes, sir. 

Mr. BONNER. For instance, comparing this depot to the Atlanta 
crt neral depot or some other depot ¢ 

Mr. Etmer Warp. We could do that on specific accounts; yes, sir. 
What I mean by “specific accounts,” Mr. Bonner, is receiving and/or 
-hipping, or the stock-storage operation. 

Mr. Bonner. On what it costs to handle. 

Mr. Eimer Warp. Yes, sir. 

Mr. Bonner. Can you give us a sample of that for the record ¢ 

(The material referred to follows:) 

DEPARTMENT OF THE ARMY, 
Washington, November 26, 1952 
Ilon. Hernert C. BONNER, 

Chairman, Intergovernmental Relations Subcommittee, Committee on Er- 
penditures in the B.recutive Departments, House of Representatives. 
Dear Mr. BoNNER: I am writing to provide information about the operational 
costs of Utah General Depot as compared with other quartermaster depots, and 
lso to send various reports requested by your subcommittee on your recent 

isit to the Utah General Depot. 

As an illustration of the differences in operational costs among the various 
depots, I am transmitting, as enclosure 1, a report showing the labor costs 
nvolved in shipping and receiving operations at the quartermaster depots 
ind the quartermaster sections of general depots for the period from January 1, 
1952, to June 30, 1952. This report also describes the factors, such as differ- 
ences in depot mission, location, and types of transportation, which account for 
he variations in operational costs. While the figures in this report show only 
the labor costs involved in shipping and receiving operations, there are similar 

ariations in other operational costs which result from the same factors 
described in this report. 

The Management Handbook for Supervisors which is used at the Utah 
General Depot and copies of certain other reports prepared at the depot are also 
forwarded in compliance with your request. 

I trust this will provide the information you wished. If you have further 
questions, please feel free to call on us. 

Sincerely, 
B. A. MONAGHAN, Department Counselor, 
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Labor costs of shipping and receiving operations per ton shipped and received 
at quartermaster depots and quartermaster sections of general depots—6-month 
average, January 1 to June 30, 1952 





Depot: Cost per ton Depot—Continued Cost per ton 
Atlanta — sini New Cumberland —_-------~- $0. 70 
ol iinet . 59 Be I oo sinc nd Encsentsisgnnicte 4.16 
I a 1.78 Richmond_ Fis cinecitadaieinaliies 4 a 
Es teierrcxesanaieches aiecevietibecies . 97 ee MOUNNO... 0. Keon ec nase 1. 03 
Chicago. fas icant hecbdaietoamabababad 2. 22 Schenectady as 1. 40 
Columbus hte chia ieanaatlil 1. 48 NG Bioko. wikis winded biadile 15 
Fort Worth aia eat 1. 05 NS a a +. 80 
Jeffersonville__ vinindsiesill Tea ae — 
Memphis cine dapat Aapelgtad alae 1. 43 Average cost, all depots... 1.18 
Mira Loma__- sini kant . 64 


1This figure as the title indicates represents personnel costs for the receiving and ship 
ping operations only, not for costs of baling and packing, storage administration, reware 
housing, ete. The $2.50 figure mentioned by the Chief, Management Division, Utah Gen 
eral Depot (during the committee’s visit to that installation), reflected all personnel costs 
of the Quartermaster Storage Division including not only receiving and shipping but also 
baling, packing, crating, and strapping; administration of the storage division; majo: 
rewarehousing ; processing for storage; maintenance and inspection in storage; and othe: 
storage activities. 






















The above figures were computed by dividing the number of man-hours 
expended in handling incoming and outgoing supplies at each depot by the 
total tons shipped and received by the depot. The resultant man-hours per 
ton figure was applied to the average hourly wage to give the labor cost per 
ton. Labor costs of bailing, packing, crating, strapping, and similar activities, 
which were not included in computing the above figures, show a generally similar 
variation. 

Variation in labor costs of shipping and receiving operations at the various 
depots is caused primarily by the following factors: 

(a) Average wages per man-hour vary from a low of $1.20 at the Charlotte 
Quartermaster Depot to a high of $1.65 at the Chicago Quartermaster Depot. 
The average for all depots is $1.45. 

(b) There is a wide variation in the man-hours expended per ton of supplies 
shipped and received at the various depots. The average man-hours per ton 
for all depots is 0.78, with a high of 2.77 at the Philadelphia Quartermaster 
Depot, and a low of 0.36 at the Auburn General Depot. Among the factors which 
cause this variation are the transportation units utilized, e g., freight car, 
refrigerator car, truck; types of facilities at the depots, e. g., multistory ware- 
houses, single-story warehouses, shed storage, ground-level warehouses; and 
the d fferent types of supplies handled which reflect the widely variant missions 
of the depots. For example, the Auburn and Sharpe Depots handle a high 
percentage of subsistence items which can be shipped and received with a mini- 
mum expenditure of man-hours. By reason of their nearness to ports of embarka- 
tion, these depots can ship by truck on pallets with the pallets being returned 
economically on the empty trucks. This method of shipment, which cannot be 
used economically by other depots, increases efficiency as to tons shipped per 
man-hour. As a result, these depots show a low man-hour per ton figure. In 
contrast, supplies shipped and received at the Philadelphia Quartermaster Depot 
consist xlmost entirely of clothing and equipage items requiring a high expendi- 
ture of man-hours. Similarly the Jeffersonville Quartermaster Depot, where 
shipments consist of clothing and equipage and general supply items, and the 
Chicago Quartermaster Depot, with a high percentage of such items, show a high 
man-hour per ton figure. 

(c) The condition of the labor market in a given area affects the efficiency of 
the depot operation insofar as types of labor available and turn-over of personnel 
is concerned. 


Mr. Etmer Warp. Yes, sir; I could do that. I will see that you get 
that before you leave here. 

I would like to bring out two or three examples. I have brought 
along today in regard to work simplification in making improvements 
in our operations; I have the truck loading dock chart of the OCO 
freight house and the warehouse. We have discovered through anal- 
ysis and working with the Office of the Quartermaster General that 
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an improvement could be made in the way we loaded our trucks. Many 
of the trucks that come into our warehouse cannot come to the dock 
with the shipment. There is as much as 16-inch variance between the 
level of the truck and the dock because of different types of commercial 
trucks. Therefore it precluded them from entering and depositing the 
load, and backing out, and the load had to be deposited on a dolly and 
moved on in. We have made an analysis of the operation and it is 
presented here in pictorial form, very brief form, which I will pass 
around if you are interested. 

This improvement saved at this depot $18,000 in our dock costs, and 
one of the byproducts of it was 6,000 square feet of space which was 
saved. 

I have another example of an operation which is a cable rewinding 
operation in the Signal Section. This, in pictorial form, shows the 
first phase of rewinding this very heavy cable. Here is the second 
phase of the improvement in the oper ation, and the third phase, with 
industrial engineers working with the operators, and this is the final 
phase. 

This operation was developed here, and was adopted by the Signal 

Corps throughout, and has been installed in overseas operation, This 
particular picture example in this operation shows a $16,000 saving for 
the type cable used. I have others here of sanding operations and load- 
ing and unloading refrigerator cars, and so forth. I could mention 
the one in the Chemical Supply Section where a change in the pro- 
cedure was developed by the chemical supply storage officer which 
saved $160,000 in here and changed the entire procedure » of test ing flame 
throwers, for which we received a special commendation. We have 
developed what is known as a management handbook for supervisors, 
to further present all of these programs, down to the first-line super- 
visor, and to make the book more of a part of the managerial field of 
the operation, and to help him for self-improvement. 

I would like to take a few minutes w go through this book. I have 
a copy of the pledge which we developed here on conservation : 

I give my pledge as a Department of the Army supervisor to defend from 
waste manpower and matériel and fiscal resources entrusted to me. I will strive 
to improve, economize within my scope of supervision. I will do my best to 
give maximum production with minimum cost. 

With this book we include a mission of that employee’s responsi- 
bility. His organization location here is one of the major elements in 
any appraisal. There is a specific blueprint for his authority, his 

responsibility, and that is broken down into three phases: 

Phase No. 1: Full authority. That is what you are paid for—to 
do the job. Second phase of authority: Let him go ahead and make 
a decision and tell his superior what it was. Third phase: You have 
to see your superior and make your recommendation. That is spelled 
out for his specific job. 

In the second phase we have the copy of the job description the em- 
ployee is on. This is very simple. Using the same scale as I men- 
tioned before of a pencil chart of his operation based on the standard. 
Here at the base we have a centralized system, and our accounting 
department will send back to any activity or department. either 
weekly, twice a week, or twice a month, or monthly, depending on 
the need, reports as to how far along he is in the standard program 
for self-analysis. We do not wait for 1 month to go by to find out 
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where the self-analysis should have been made. This is informa 
tive to check the supervisor on his main elements, and watch his pro- 
= tion daily, moving his people where they are needed, and here is a 
list of all his accounts that-he has under his control. He has full 
responsibility in regard to these production items. 

Here are certain techniques in which we have trained him. He has 
his task list for his employee, and is trained in using produc tion flow 
charts and these techniques help him in analyzing his operation, 
Then there is an operating procedure, 

His oper% ating procedures are maintained in a separate file. Then 
they have a lay-out of his office; then he has a description of his file— 

t he should have in his file, and what makes a complete record of 
the anatiaaiily 

Then he has a description of the forms, and reports he must make 
out; who they are to be made out to, and why they are to be made out. 
Then last, but by no means le: mets is his plan of operation for future 
improvement. We feel, and the personnel turn-over, and someone 
taking his job, he can show the record he has made, the guidance that 
lias been given to him, and his plan for improveme nt to give to the 
next employee that takes his partic ular job. This particul: iv book is 
broken down to the branch level where there is planning and Cee 
sibility. ‘This does not go as far as the labor pusher is concerned, o 
the work leader; only authorities and responsibilities and the Sate 
standards go that far down. 

Mr. Bonner, it has certainly been a pleasure for me to be able to talk 
this morning to you, and present our efforts in what we are trying to 
do so as to simplify and improve our operation, and giving you an 
inside view of the over-all mission of the depot. If there are any 
other questions, I would be glad to answer them. I think we are 
scheduled for a 15-minute break, after which the presentations will 
continue. 

(Recess taken.) 

Mr. Bonner. I wonder if any of the members of the committee had 
any questions they would like to ask Mr. Ward, the gentleman who has 
just finished his discussion. 

Have you, Mr. Holifield ¢ 

Mr. Houirietp. No. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpen. No questions at this time. 

Mr. Bonner. Mr. Ward ? 

Mr. Ray Warp. I asked Mr. Ward if he would put in the record 
the value of inventory and the number of line items by technical serv- 
ices, and he is going to get that and supply it, Mr. Chairman.? 

Mr. Bonner. Mr. Kennedy, were there any questions you would 
like to ask? 

Mr. Kennepy. No, sir. 

Mr. Bonner. Mr. Roback ? 

Mr. Ropack. Not at this time. 

Mr. Bonner. Gentlemen, this subcommittee came out here know- 
ing you had a merchandising test going on here. Of course, we have 
visited other depots, and I want to know just what is being done in 


2 Data in subcommittee files 
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this test. I understand that Mr. Pearson has set up the test and 1S 
directing it. I would like to hear from Mr. Pearson. 
Mr. PEearson. All right. sir. We will b pleased to discuss it. 
Mr. Bonner. I don’t want to disrupt your schedule, but that is our 
prime interest here. 
~ Mr. Pearson. The plan Colonel Skinner worked out Was to follow 


now immediately with two discussions specifically pointed to the test 


application at the Utah depot providing the detail and ie back- 
PI + 
ground against which, then, if it pleases you, I will be 
over it. 
Mr. Bonner. That’s all right: st wanted an understandi 
t that we are going to hear you. 
Colonel Skinner. The next speaker will be Major Davison 
will explain the simplification system we are working under 


STATEMENT OF MAJ. N. W. DAVISON, UNITED STATES ARMY 


Major Davison. Mr. Chairman, members of the subcommittee, and 
distinguished visitors, I am rome to offer a brief presentation on the 
background, score, and objectives of the simplified supply test now 
under way at this depot. 


ARMY REPORTING SYSTEM TEST 


In 1950, in September, the Secretary of the Army ordered that a 
survey be accomplished to ascertain the accuracy and timeliness of 
the Army reporting system in the field of supp sly and procurement. 
To conduct this survey, the services of Mr. Harold Pearson, formerly 

vice president-treasurer of Montgomery Ward & Co., and presently 


the Deputy Assistant Secretary of the Army for Research and Ma 
tériel, were obtained. 

The scope of the survey encompassed three technical services: the 
Quartermaster, Ordnance, and Chemical Corps. Mr. Pearson lined 
the survey up. Asa test bore, he selected certain items from each of 
the three technical services, and went right down the line from the 
inception of the procurement to the final issue of those items to the 
troops. He visited a total of 80 installations. 

Of the three technical services surveyed, in his opinion the Quarter 
master was the best. The records were the most accurate, and the 
reports were the most accurate. Of all the depot installations visited 
I am giving Mr. Pearson’s opinion—the Utah General Depot was the 
best installation, and I quote Mr. Pearson : 


The Army reporting practice is to maintain complete records of every detail 
of every transaction and every stock number and in every size and/or color, 
where applicable. Transactions valued in fractions of cents are accorded the 
same basic record keeping as those valued at many thousands of dollars. Fur 
thermore, the Army practice to carry perpetual inventories of stock aon. 
balances of every size and/or color, every stock number and each of e ol 
more accounts as applicable. 

Additional complications are added in many items by maintaining balances by 
location, condition, year of pack, date of survey, and so forth. This practice 
results in keeping the same set of books on accounts with balances of a fev 
cents as are kept on accounts with balances of many thousands of dollars 

The Qnartermaster Corps catalogs about 48,000 items. Approximately 42 
percent of these items have unit of issue values of less than $1. About 6 perce 
have unit of issue value of less thun 10 cents, and there are about 1,300 iter 
With unit of issue value of less than 1 cent All of tl i 
record-keeping attention 
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To illustrate the uneconomic effect of this uniformity of record-keeping prac- 
tices without regard to unit of issue value, the records of index cards, 3 by 5 
and 5 by 8, were studied for the depot surveyed. This depot, and the two 
satellites for which it keeps stock records, carry these cards in 16 stock numbers 
and in 175 active accounts, 42 percent of which had stock on hand valued at 
less than $20, and 14 percent of the accounts were maintained with balances 
of less than $1. Some accounts were noted with balances of less than $0.01. 
The unit of issue is each card, despite low unit values of eight to twenty-five 
one-hundredths of 1 cent each. In the test month, 56 percent of all issues were 
for less than $5 in value; 19 percent less than $1; and with some issues valued 
at less than 10 cents; and in one instance all of the record-keeping machinery 
was set in motion for an issue valued at less than 1 cent. 

Forty-four percent of all issues contained broken package quantities of less 
than 100 cards, although a package of 100 is valued at only 8 cents. About 33 
pages of EAM figures were used in 1 month at one depot to report these largely 
inconsequential facts. 

The practice of maintaining perpetual inventory records on such low value 
issue items and in such numerous subclassified accounts is wasteful of both 
manpower and money. To make and record broken package issues of such 
low value items is manifestly uneconomical, just as it is economically unsound 
to make and record one out of every five issues in values of less than $1. To 
prepare transaction registers on all transactions, when only a small fraction 
are ever used for audit or reference, is wasteful. To record and report such 
volumes of trivia congests the reporting facilities and impedes the accurate and 
timely recording of essential data. Problems of training and supervision are 
increased disproportionate to the advantages. 


Resulting from this survey were 24 recommended actions published 
in May 1951. General Tansey, the Chief of the Supply Division, 
G4, General Staff, immediately initiated action to inform all con- 
cerned of the survey and its findings, and by July 1951 had obtained 
the Department of the Army concurrence and coordination. 

The report and recommendations in July on the actions taken to 


date to implement these recommendations are available and, if desired. 
may be incorporated with the record. 

Mr. Bonner. How many of the recommendations have heen 
accepted ? 

Major Davison. All of them, sir. 

Mr. Bonner. I want them incorporated in the record this morning. 

Major Davison. Very good. I will get them to Mr. Tucker. 

The specific recommendation being implemented here in Utah 
General Depot reads as follows: 


Recommend that the working report, transaction analysis, and stock avail- 
ability be cleared of trivia by (1) the establishment in each technical service 
of a secondary item classification to include all standard, low-unit-value, com- 
mercially available expendable items, all items of infrequent issue, all items on 
which stocks will meet contemplated needs for, say, the next two or more years. 

(2) Assignment of responsibility for stock replenishment of such items to 
depot commanders who would requisition directly upon designated manufac- 
turers under open-end or blanket contracts on standard items where usage re- 
quirements are relatively stable. Escalator clauses must be considered in all 
such contracts. 

The Government Operations Subcommittee of the Committee on Expenditures 
in the Executive Departments, in a draft report dated February 28, stated: 
“* * * very little use is being made of open-end contracts. Obviously, the 
use of contracts of such nature reduces the amount of paper work incident to, 
as well as the expense of making individual purchases. They are particularly 
a} propriate and beneficial in the small-purchase area.” 

(3) Apply to such items the simplest possible methods of determining the 
need of stock replenishment that is, marked bins, periodic stock checks, and so 
forth. 

(4) Discontinue all perpetual-inventory records and reports on such items 
and substitute therefor a quarterly stock-check report on quantities segregated 
for various mobilization purposes. 
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(5) Abandoning the practice of keeping stock balances for every size or every 
color of every item by accounts 7 is, Army, Army ROTC, Army ORC, Army NG, 
Air Force, Air ROTC, Air ORC, Air NG, MDAP, and so forth. An accelerated 

pplication of the stock-fund prince “ple es would help accomplish this purp se. 

The House subcommittee draft report referred to above states: “The sub- 
committee therefore recommends that the Secretary of Defense co isider the 
aking of such action as may be necessary to convert the tank autom >tive-parts 
center to a stock-fund operation at the earliest possible date, and to notify the 
subcommittee of his decision in the matter. Further, the subcommittee recom- 
nends that a solution to the Department of the Air Force’s ‘equicy’ of $200 
million in Army parts stocks be developed so as to eliminate unnecessary process- 
ing, in a manner satisfactory to the House Appropriations Committee.” 

(6) Estab.ishing firm policies prohibiting the issue of such ifems in un- 
economically small quantities, requiring the users to make local | urchases of 
juantities too small for economical issue. 

Those were the plans of Mr. Pearson on setting up this test. The 
plan was initiated in September 1951 after Major General Feldman, 
then the Quartermaster General approved the Utah General Depot 
as a site for the test. The test, however, was not initiated until the 
{hth of April 1952. We have a good reason for this 7-month delay. 
The primary objective and the only justification for Army supply is 
combat effectiveness. In a test of this nature we are affecting the 
supply of the combat soldier, and we must assure ourselves that every 
possible avenue is covered, every procedure, before we go into a test. 
We cannot in any way affect the combat effectiveness of the combat 
soldier; that is very important. 

In setting up this test we selected the general-supply category 
of supplies stored in this depot. The Quartermaster General logistic 
responsibility is divided into three categories: Subsistence, general 
supple s, and clothing and eqi lipage. This test only concerns itself 
with the movement of general supplies, paper eee ts, and so forth, 
matériels handling, and equipment, items of that nature. Now we 
are servicing currently with ge we aly supply its on a test scope the 
Utah General Depot and Ogden Arsenal] Depot, Depot Maintenance, 
Defense Printing Unit, Camp Carson, Fitzsimons General Hospital, 
Deseret Chemical Corps Depot, Rocky Mountain Arsenal, Pueblo 
Ordnance Depot, Tooele Ordnance Depot, Dugway Proving Grounds, 
Fort Douglas, Utah. 

In addition, as Mr. Ward explained, stocks here at Utah, the 
Quartermaster General Corps location 70, are utilized to satisfy the 
oversea demands coming i in from the San Francisco and Seattle ports, 
so when stock is not available at Sharpe or Auburn it comes down here 
where we handle the matériel going out to those two ports overseas. 

Merchandising concept : The objec tive of the test—I will give them, 
and also Lieutenant Colonel Cook later will develop it in more 
detail—is to provide an individual with a simple set of records that 
will permit that individual to exercise judgment and utilize his knowl- 
edge of the supplies under his jurisdiction to accomplish more rapid, 
more economical, more efficient supply of troops and further pin- 
point any failure of supply to the individual responsible for the 
failure. 

I might add in closing that the Navy, Air Force, and Munitions 
Board, Office of the Secretary of Defense, have all had official visits 
to the test area. They have all written reports, and we have seen 
one from the Munitions Board that was very favorable. 
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Colonel Cook, from the ores of the Army Comptroller, will tak 
over and explain in more detail the ob jective of the test, "and what 
we have done to imp lement Mr. Pearson’s recommendations. 

Thank you. 


STATEMENT OF LT. COL. COLEMAN P. COOK, OFFICE OF THE 
COMPTROLLER OF THE ARMY 


‘olonel Coox. Mr. Chairman, members of the subcommittee, ar 
“cl ouests 5 \ hjor Daviso has vriven the scope al 
» test, ol | might sy he has announced the poli 

» follows 


the task of deseribing how we are going to do it. F 


to express to the committee in my small way my sincere appre 


t is doing. I would like to base that on a coupk 

\ reasons: First. IT was in charge of the pri ing an 

for the General Liquidation Commission for the Paci 

Sposing of all urplus pro} erty for the Pacific area, The COl 
ional Investig ition that ‘ollowed i probably well known to al 

of you, and my name is in some of co investigations. Later I wa 
Clnef of Identification and Clarification under the Munitions Boar 
Catalog Agency, with the task of coming up with a single numbe 
and a single classification for all Army supply items and all Navy 
and Air Force supply items. But between those gy tasks I was a 
internal-revenue agent, yet to be investigated, but I had the task of 
collecting from the taxpayers the money to defray some of these 

expenses and, gentlemen, I have heard the squawks. 

With the chairman’s permission, I would like to introduce into 
the record as an exhibit this brochure on a simplified supply-systen 
test. I will deliver it to Mr. Tucker later. 

Mr. Bonner. It will be inserted in the record. 

(The material above referred to appears as Ogden Exhibit 1, p. 625.) 

Colonel Coox. Rather than use charts, if the subcommittee will, I 
would like to refer to the brochure that we have passed to all members 
of the committee. I would like to bring out, as Major Davison has 
stated, that in order to accomplish Mr. Pearson’s objective it was nec 
essary for us to establish a single set of records that provided to the 
merchandiser full information with respect to every item on hand, the 
stock on hand, his issue, the warehouse location, and his dues in from 
various procurement sources. 

It. was necessary to provide a single list of documentation in which 
an incoming requisition could be “processed to final form rapidly. 
economically, and efficiently. 

Inasmuch as the usual routine followed in most of our depots is to 
first go into a rather elaborate or complex tabulation equipment system 
of punch-card equipment, it was necessary to process our document 
to supply first and thereafter to use our electrical device to give us 
the statistical and reporting information that we required in higher 

eadquarters, 


SIMPLIFIED SUPPLY-SYSTEM TEST 


These various requirements brought into effect the simplified supply 
vstem test. I would like to ask the committee to refer, if it will, t 
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ize 2 of the brochure, in which we list the high lights of what we 

tend to accomplish and how we go about it. 

First we use a form of combined requisition and shipping document 

hich we know as a flexible line-item requisition. 1 will explain that 

more detail: This form of requis! tion permits us to move from a 

quisition into a shipment without retranscribing at depot level. We 

ive a set of visible stock records. We don't have to refer to card 
tiled over a period of time by transactions, or by date. On a simp! 
cord, such as put out by Acme or Kardex or quite a number 
manufacturers, we have a complete record with respect to eve 
tem. 
We report electrically by punen e: rds after thes Ip} lie 
! d we believe that the emphasis should he on the movement 
lies; not recording the statistics, I beheve Mr. Pearson said “low 
(16 lar value, secondary ‘type items should be delegated to the de pot 
ommander for supply.” In doing these things we think we can e fleet 
economies in personnel, equipment, and sup plies; and, perhaps me 
mportant, we delegate to a specific man the responsibi litv, and we ea 
follow up on that individual to see whether or not he has performed 
his task well. 

If the committee W ill refer to page 3 of the bro hure, | would like i 
°o into more detail of the mechanics of the operation. I don’t want 

) take up too much time of the committee, but we have a rather, we 
think, ingenious system of processing incoming requisition s to out 
voing shipping documents. I might add, in theory, when you requisi 
tion a list of supplies on a depot, or a retailer requisitions on a 
wholesaler, every item on your requisition should be supplied. Unfor 
tunately, the exception is the rule, and it was that way during the 
last war, and it will be that way during the next war. 

Things moved too fast to always have on hand at the right place 
things we should have. Thus, when you file a requisition, you have 
not only the problem of supplying those items that you do have on 
hand but you have the problem of supplying the items that you don’t 
have, as opposed to ordinary business, where, when you requisition an 
item from a catalog, if the merchandiser doesn’t have it, he comes back 
with a “Very sorry; I am just fresh out.” In the military, we can’t 
do that. We have to go to the ultimate supply of the item. We have 
to buy it. We have to extract it from another depot. We have to 
place it on back order until the item is received. 

Thus the problem on every requisition or on a substantial number 
of them is to extract out the one, the needed item that we cannot sup 

ply, or the several deleted items we cannot supply. When we have a 
lasthaiaie requisition which necessitates extraction, the only way we 
can extract that item is to punch the card for it or to retype it, but wi 
must type a lot of information with respect to that item. This cause 

us to begin to wonder could we not perforate the incoming document 
and permit the isolation of any one item on the requisition. Could 
we not, upon receipt of that requisition at the depot process it over in 
our records, and where the action varied between the items, it might 

be shipped because it might be extracted, back-ordered, or procured 
We could separate them into different types of action by in effect 
photographing these items. That is exactly what we have come uy 
with on this requisition. 


‘ 


‘ 
t 
{ 
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The technique is about like this: The requisitioner in the field, with 
no more effort than he has now, types the requisition in triplicate. He 
types two plain, buff-colored copies which are illustrated in the bac 
of your brochure, which are not perforated. He types one card sto 
copy. Each line item on each different stock item he requisitioned 
separated by perforation, permitting the depot to tear this requisition 
apart and to segregate into different separate actions. When th 
requisition reaches a depot, the plain buff-colored copy is filed as th: 
official voucher of the stock record. It becomes, in effect, the contr: 
copy. So, if we lose one of these line items, we can aiways reconstruct 

We then take this requisition and literally tear it to pieces. So, | 
we requisition mechanics’ hand tools, furniture, or any other series o| 
items, we can pass a line-item strip to the different commodity clerk 
These various strips, after they have been separated and passed « uit ti 
the clerks, ane then passed over these records to determine what you 
can do with the item. In other words, can you ship it; must you 
back-order it because you have stock coming in. Must you extract it 
to procurement, to buy; all of those actions are on the document or o1 
the line-item strip. When those strips come back, and you associat: 
them with what you see in the brochure identified as a consignee 
identification strip, this one strip is.a common denominator to all of 
our records. It provides the address of the requisitioner, his requi 
sition number, and the date he must have the supplies, and the marking 
instructions. 

Mr. Houtrietp. Mr. Chairman, may I ask a question ? 

Mr. Bonner. Mr, Holifield. 

Mr. Hourrretp. While you are showing this new method, will you 
tell us very briefly about what the previous method was, so we can get 
the difference. 

Colonel Cook. I am sorry, sir. 


CARD-EDIT PLAN 


The system generally in use now is a “card-edit plan” which was 
recent N developed by an Army planning development commission 
under General Larkin. General Feldman was chairman of the com- 
mittee. Their technique provides that when a requisition is received 
at the depot a card is pnnched. 

Mr. Hortrrevp. For each item? 

Colonel Cook. For each line item on requisition, just as though that 
line item were to be shipped in that quantity. The stock-availability 
editors are provided with an IBM punch-card system of their stock 
balances on hand. The availability editor determines whether or not 
the item can be supplied in the quantity requisitioned. If so, for 
example, the stock-availability editor must then place a very soft 
earbon pencil mark on a punch card in behind the appropriate stock- 
balance card, the purpose of that being subsequently to permit repro- 
duction of a nomenclature stock number unit of issue and other kind 
of data with respect to this stock item. 

Once a day all items that have had activity are selected from this 
file and forwarded to a machine room where a new balance forwarded 
is struck on the item, and where a skeleton shipping document is then 
prepared, listing the stock number, the quantity shipped, the condi- 
tion, and the account. 
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Vhis skeleton document is then passed to a typist who inserts thereon 

e name and address of the consignee, the marking instructions, and 

her special notations. Then the necessary order copies for the 

irehouse, and ultimately the proper copies are reproduced. That 
relatively a new scheme, but it goes back basically to the same idea of 
eating a punch card before the fact for each line item that is shipped. 

Mr. Houirieitp. Your punch card now is prepared after you find out 
vhat has been shipped ¢ 

Colonel Cook. Yes, sir. 

Mr. Houtrrenp. How many are eliminated by this method? 

Colonel Cook. I wanted to go into that, if I may, a little bit later on. 
What we do initially, and what we plan to do in the future. I did want 
this to cover that point specifically. When all of these line item strips 

ave been acted upon by the various commodity clerks, the panel clerk, 
w the control clerk, begins to sort them by whether or not they are 
hipped, back-ordered, or extracted, or other action taken. She then 
elects from what we might call a stub file, either a stub to ship it 
overseas, or a stub to ship it domestically. She might select a stub, as 
| have here, to extract this one to the Columbus General Depot, Colum- 
ms, Ohio. Or she might send it to procurement to buy the item. She 
terally custom-builds whatever your document requires. 

To complete the supply action, as we will explain a little bit later, 
we in effect photograph this panel to take the different actions. If 
the item is to be procured, say, open-line item 2 and line item 6, all she 
loes is insert in the panel the two items and she puts in the consignee 
trip. She photographs the panel and you have a purchase request 

1 the procurement officer to buy these items without having to retype 
ny information whatsoever at the depot. 

After these panels have been photographed, we have several tech- 
niques for reproducing. I might also add that what weare doing here 
only became possible within the last year or two by developments out 
of the laboratories. We have only seen the beginning of what is com- 
ing in the reproduction field. We create in this particular case an 
offset. master, It is known as Multilith. But we do something that 
isn't in the present supply system: we create a new flexible line docu- 
ment for any subsequent item. In this particular case, we produce a 
flexible document so that we can put this on as a checking list. 

In other words, if items 1, 3, and 5 are put in one position, we can 
tear out line items 1, 3, and 5 and put them on the position. In the 
past, we have had to reproduce three complete documents to go on 
every position. In addition—and this is something that has worked 
out. very, very well—we reproduce the gummed label for every line 
item that we ship. In effect, we reproduce this document by feeding 
through the press a label with the pressure type adhesive on it, and 
we have then means literally of sticking the label to the item, so 
when the requisitioner gets the item back he has a picture of his 
original requisition. There can be no problem of the supply clerk 
scratching his head, and wondering what this item is. 

Mr. Houtrretp. May I ask you what this over-all duplicating saves 
in the way of time, and if it is more expensive than the previous method 
of reproducing all these documents by hand, or if it is cheaper. 

Colonel Coox. Well, of course, we who participated in the test, who 
are its authors, believe we can say very substantial sums are saved when 
it comes to tabulating equipment, and in the cost of personnel for 
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the task. Our test has been under way only about 3 months, and 
are not in a position to give you, costwise, what we think we « 
ultimately save. 


OF TES! 


Mr. Honirieny, How long will your test proceed? Is there a 

mitation on the time of the test / 

Colonel Coox. At the present time we have not fixed a limit o1 
We hope within the next 90 day s or so that much of the basic thee 
we have will be under actual test for speed. 

I might say a requisition that does not go out to the warehouss 


same day received isa rare exception, In) our technique. 


Mr. Hourrenp. Under this new arrangement ? 

( olonel O MONK. Yes, sir. 

Mr. Hon IELD. What was the record before ? 

Colonel Cook. It varied from 3 to 5 days; sometimes as low as 
day. Under this new planning and development program it is 1 da 

Mr. Houtrretp. You have conducted this test long enough so t} 
you can assure yourself and us that it is working in shorter time ¢ 

Colonel Cook. That is correct. 

I might add, in that connection, [am glad you brought that up, 
We have sent out a questionnaire to the 12 stations participating 
the test, asking them specifically is this document better or wors 
or equal to the document they have had in the past. Are the supplie 
moving faster, and so on. 

These various requisitioners have come back unanimously with th 
fact that the document is superior, in their opinion. 

Mr. Hontrrerp. May we have photostatic copies of that questior 
naire, Mr. Chairman, inserted in the record ? 

Mr. Bonner. Yes, sir. It will be placed in the record at this point, 
and some of your replies you will put in also. 


EVALUATION OF TESI 


Colonel Cook. That's right; we will give you the replies to thi 
questionnaire, 

Mr. Bonner. Questionnaire and replies. 

Colonel Cook. Yes, sir. 

(The information referred to is as follows:) 


Subject: Simplified supply system. 
To: Commanding general, Fifth Army, 1600 East Hyde Park, Chicago 15 
(Attention: Quartermaster. ) 

1. Reference is made to Department of the Army letter, March 31, 1952 
G4/D520884, subject: Ogden, Utah, Test of Simplified Requisitioning and A: 
counting Procedures, 

2. The purpose of this letter is to obtain Army headquarters and station advice 
to accomplish a preliminary evaluation of the effectiveness of the flexible lir 
item requisition and shipping document, which is being developed and tested 

ord nee with the provisions of paragraph 4, above cited reference. 

3. The following stations within your area are currently submitting requi 
tions for qnartermaster general supply items to Utah General Depot on the te 
forms: 

Cump Carson, Colorado Springs, Colo 
Fitzsimons General Hospital, Denver, Colo 
Rocky Mountain Arsenal, Denver, Colo, 
Pueblo Ordnance Depot, Pueblo, Colo. 
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It is requested that the attached questionnaire be completed by your head 
rters and by each station, using the test forms. It is further requested that 
be forwarded to reach this office as soon as is practicable 
ERVIN L. KEENER, 
Colonel, Q VC, Quartermaster Supply Officer 


» enclosure: Questionnaire (18 copies) 


May 20, 1952 
bject: Simplified supply system 
Commanding General, Sixth Army, Presidio of San Francisco, Calif 
(Attention: Quartermaster. ) 
Reference is made to Department of the Army letter, March 31, 1952, 
G4/D520884, subject: Ogden, Utah, Test of Simplified Requistioning and 
ounting Procedures. 
2. The purpose of this letter is to obtain Army headquarters and station advice 
accomplish a preliminary evaluation of the effectiveness of the flexible line 
em requisition and shipping document, which is being developed and tested in 
cordance with the provisions of paragraph 4, above cited reference 
3. The following stations within your area are currently submitting requisi- 
ns for quartermaster general supply items to Utah General Depot on the 
est forms: 
Utah General Depot, Ogden, Utah 
Ogden Arsenal, Ogden, Utah 
Depot Maintenance Division, Utah General Depot, 
Defense Printing Plant, Ozden, Utah 
Deseret Chemical Corps Depot, Tooele, Utah 
Tooele Ordnance Depot, Tooele, Utah 
Dugway Proving Grounds, Tooele, Utah 
Fort Douglas, Utah 
+. It is requested that the attached questionnaire be completed by your head 
juarters and by each station, using the test forms. It is further requested that 
eply be forwarded to reach this office as soon as is practicable. 
ERvIN L. KEENER, 
Colonel, Qv Vc, Quarte rmaster Supply Offic 


Inclosure: Questionnaire (30 copies). 
Camp Carson, Coo 


FLEXIBLE LINE ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


rhe objective of this questionnaire is to ascertain what stations need in the 
rm of documentation, and to obtain station advice as to adaptability of subject 
est forms to their operation. 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1, 1952 
test)? No. Workload cut 75 percent. Simplifies requisition procedure 

2. If so, has the increase in man-hours expended been appreciable? - 

3. Has the elimination of typing “basis” for each item, where applicable, on 
equisitions saved much time and effort? Yes; 75 percent of workload cut. 

4. Do you use the lower portion of the line item strip to annotate information 
that you desire on the shipping document and shipping tag? For example: 
Using activity to receive item, warehouse item is to be stored in, accounting 
symbols or codes for cost accounting. No. 

5h. If not, why? This station does not post warehouse location to stock record 
ecards. Lower portion of strip is used, however, where cost accounting is 
necessary. 

6. Is it an advantage to get actual copies of documents indicating how the 
primary source of supply is effecting supply? Yes. 

7. For those items that the depot edits as “Local procurement,” “Canceled,” 
Due out,” ete., is it advantageous to get a separate document indicating such 
nformation? Yes. Due to fiscal procedures on local procurement items. 

8. Or do you prefer a single copy of the requisition annotated with depot editing 
symbols? No. 

9. Is the purchase request and commitment form reproduced for you under 
the test procedure of any value? Yes. Saves time and man-hours in retyping 
i purchase and commitment form, when notified by depot, item or items are to 
he procured locally. 
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10. If so, how many copies do you want? Five copies will suffice. 

11. Under the test procedure there is an identification tag attached to one of 
each item requisitioned or placed on the container if the item is shipped in an 
original package. Is this identification tag of value in identifying line items and 
making disposition of the items? Yes. Alleviates the loss of identification of 
property. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotated on 
the old shipping document? Yes. 

15. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20 spac: 
abbreviated nomenclature? Yes. Qualified personnel not employed to under 
stand all Army abbreviations. 

14. Is the documentation legible? Have you received any documents you ca: 
not read? Yes. No. 

15. In your opinion should the test forms be amended? If so, how’ N 
Forms as now written serving this station without difficulty. 

16. Do you have any ideas or improvements to suggest with regard to thy 
over-all procedure? None. 

17. Were there any points brought up at the conference on April, 15, 1952, that 
have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change 
or not as efficient as the old procedure? An improvement over the old procedurs 
as time and man-hours used is cut 75 percent. It is felt all commodities an 
classes, other than regulated items, should be transcribed to the flexible line iter 
requisition form. 


Uran GENERAL Depot, Depor Properry BRANncH 
FLEXIBLE LINEITEM REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in th: 
form of documentation, and to obtain station advice as to adaptability of subject 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA-445—1, March 1, 1952 
(test)? No. 

2. If so, has the increase in man-hours expended been appreciable? —— 

5. Has the elimination of typing “basis” for each item, where applicable, o: 
requisitions saved much time and effort? Yes. 

4. Do you use tie lower portion of the lineitem strip to annotate information 
that you desire on the shipping document and shipping tag? For example, 
using activity to receive item, warehouse item is to be stored in, accounting 
symbols or codes for cost accounting. Yes. 

5. If not, why? ———— 

6. Is it an advantage to get actual copies of documents indicating how the 
primary source of supply is effecting supply? Yes. 

7. For those items that the depot edits as ‘Local procurement,” ‘Canceled,’ 
“Due out,” ete., is it advantageous to get a separate document indicating such 
information? No. 

8. Or do you prefer a single copy of the requisition annotated with depot 
editing symbols? Yes. 

9. Is the purchase request and commitment form reproduced for you under 
the test procedure of any value? Yes. 

10. If so, how many copies do you want? Six. 

11. Under the test procedure there is am identification tag attached to one of 
each item requisitioned or placed on the container if the item is shipped in an 
original package. Is this identification tag of value in identifying line items 
and making disposition of the items? Yes. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotated on 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20-space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you 
cannot read? (a) Yes: (0) no. 

15. In your opinion, should the test forms be amended? If so, how? No. 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 59] 


16. Do you have any ideas or improvements to suggest with regard to the over- 
all procedure? None at present. 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an impfovement, no change, 
or not as efficient as the old procedure? <A very definite improyement. 


Rocky MouNTAIN ARSENAL 
FLEXIBLE LINE-ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in the 
form of the documentation, and to obtain station advice as to adaptability of 
subject test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA-—445-1, March 1, 1952 
(test)? No. 

2. If so, has the increase in man-hours expended been appreciable? - — 

3. Has the elimination of typing “basis” for each item, where applicable, on 
requisitions saved much time and effort? Yes. 

4. Do you use the lower portion of the line-item strip to annotate information 
that you desire on the shipping document and shipping tag? For example, using 
activity to receive item, warehouse item is to be stored in, accounting symbols or 
codes for cost accounting. Yes. 

5. If not, why? 

6. Is it an advantage to get actual copies of documents indicating how the pri- 
mary source of supply is effecting supply? Yes. 

7. For those items that the depot edits as “Local procurement,” “Canceled,” 
“Due out,” ete., is it advantageous to get a separate document indicating such in- 
formation? Yes. 

8. Or do you prefer a single copy of the requisition annotated with depot editing 
symbols? No. 

9. Is the “Purchase Request and Commitment” form reproduced for you under 
the test procedure of any value? Yes. 

10. If so, how many copies do you want? Four copies. 

11. Under the test procedure there is an identification tag attached to one 
of each item requisitioned or placed on the container if the item is shipped in 
an original package. Is this identification tag of value in identifying line items 
and making disposition of the items? Yes. 

12. Do you prefer complete nomenclature as annotated on the test shipping 
document as apposed to the abbreviated nomenclature previously annotated on 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20-space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you 
cannot read? No. 

15. In your opinion should the test forms be amended? If so, how? No com- 
ment as of this date. 

16. Do you have any ideas or improvements to suggest with regard to the over- 
all procedure? No comment as of this date. 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? This installation is operating under the 
Army industrial fund and, therefore, requires priced copies of shipping docu- 
ments. This point was brought up at the conference April 15, 1952. This situa- 
tion is not entirely resolved at the present time; however, it is being acted upon. 

18. What is your over-all rating of the procedure—an improvement, no change, 
or not as efficient as the old procedure? It is a great improvement and far more 
efficient as compared with the old procedure. 


OapEN ARSENAL 
FLEXIBLE LINE-ITEM REQUISITIONS AND SHIPPING DOCUMENTS 
The objective of this questionnaire is to ascertain what stations need in the form 


of documentation, and to obtain station advice as to adaptability of subject 
test forms to their operation. 
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1. Is it more work to prepare a requisition on Form DA-445-1, March 1, 1952 
test)? No 


2. If so, has the increase in man-hours expended been appreciable? No 

4. Has the elimination of typing “basis” for each item, where applicable, o 
requisitions saved much time and effort? Yes. 

$. Ibo you use the lower portion of the line-item strip to annotate informati 
that you desire on the shipping document and shipping tag? For example, usir 
uctivity to receive item, warehouse item is to be stored in, accounting symb 

codes for cost accounting. Yes. 

>. If not, why? 


6. Is it an advantage to get actual copies of documents indicating how the 
primary source of supply is affecting supply? Yes 
7. For those items that the depot edits as ‘Local procurement,” “Cancels 
‘Due ont,” ete., is it advantageous to get a separate document indicating su 
information? No 

8. Or do you prefer a single copy of the requisition annotated with depot 
editing symbols? Yes 

% Is the Purchase Request and Commitment Form reproduced for you unde 
the test procedure of any value? Yes, insofar as property is concerned 

10. If so, how many copies do you want? Six. 

11. Under the test procedure there is an identification tag attached to one of 
each item requisitioned or placed on the container if the item is shipped in ar 
original package. Is this identification tag of value in identifying line items and 
making disposition of the items. Yes. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
documents as opposed to the abbreviated nomenclature previously annotated o1 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock record 
by eliminating duplication of items difficult to identify under the old 20 space 
abbreviated nomenclature? Yes 

i4. Is the documentation legible? Have you received any documents you 
cannot read? Yes. No. 

15. In your opinion should the test forms be amended? If so, how? No. 

16. Do you have any ideas or improvements to suggest with regard to the 
over-all procedure? No 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? No 

18. What is your over-all rating of the procedure—an improvement, no change 
ir not as efficient as the old procedure? <A definite improvement. 


Urauw Minirary District HEADQUARTERS, Fort DouGLAs, UTAH 
FLEXIBLE LINE ITEMS REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in 
the form of documentation, and to obtain station advice as to adaptability of 
subject test forms to their operation 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1, 1952 
(test)? No. 

2. If so, has the increase in man-hours expended been appreciable? 

3. Has the elimination of typing basis for each item, where applicable, on 
requisitions saved much time and effort? Yes. 

4, Do you use the lower portion of the line item strip to annotate informa 
tion that you desire on the shipping document and shipping tag? For example 
Using activity to receive item, warehouse item is to be stored in, accounting 
symbols or codes for cost accounting. No. 

5. If not, why? Station accounts are few—only one warehouse. 

6. It is an advantage to get actual copies of documents indicating how the 
primary source of supply is effecting supply? Yes. 

7. For those items that the depot edits as local procurement, canceled, due out, 
etc., is it advantageous to get a separate document indicating such information? 
No 

8. Or do you prefer a single copy of the requisition annotated with depot 
editing symbols? Yes 

9. Is the Purchase Request and Commitment Form reproduced for you under 
the test procedure of any value? Yes, 

10. If so, how many copies do you want? Five copies. 

11. Under the test procedure there is an identification tag attached to one of 
each item requisitioned or placed on the container if the item is shipped in an 
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original package. Is this identification tag of value in identifying line items and 
making disposition of the items? Very valuable. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotated on 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station-stock records 
by eliminating duplication of items difficult to identify under the old 20 space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you can- 
not read? Documentations have all been legible. 

15. In your opinion should the test forms be amended? If so, how? No change 
unless perforated white sheets can be made more durable 

16. Do you have any ideas or improvements to suggest with regard to the 
over-all procedure? No. 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change 
or not as efficient as the old procedure? An improvement. 


DEFENSE PRINTING PLANT, OapEN, UTAH 
FLEXIBLE LINE ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in the 
form of documentation, and to obtain station advice as to adaptability of subject 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1, 1952 
(test)? No. 

2. If so, has the increase in man-hours expended been appreciable? 

3. Has the elimination of typing basis for each item, where applicable, on 
requisitions saved much time and effort? Yes. 

4. Do you use the lower portion of the line item strip to annotate information 
that you desire on the shipping document and shipping tag? For example: 
Using activity to receive item, warehouse item is to be stored in, accounting 
svyinbols or codes for cost accounting. Yes. 

5. If not, why? 

6. Is it an advantage to get actual copies of documents indicating how the 
primary source of supply is affecting supply? Yes. 

7. For those items that the depot edits as local procurement, canceled, due 
out, ete., is it advantageous to get a separate document indicating such informa 
tion? Yes. 

8. Or do you prefer a single copy of the requisition annotated with depot editing 
symbols? No. 

9. Is the Purchase Request and Commitment Form reproduced for you under 
the test procedure of any value? Yes. 

10. If so, how many copies do you want? Five copies. 

11. Under the test procedure there is an identification tag attached to one 
of each item requisitioned or placed on the container if the item is shipped in 
an original package. Is this identification tag of value in identifying line items 
and making disposition of the items? Yes. 

12. Do you prefer complete nomenclature as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotated on 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20 space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you ¢can- 
not read? Yes. 

15. In your opinion should the test forms be amended? If so, how? No. 

16. Do you have any ideas or improvements to suggest with regard to the 
over-all procedure? Not at present. 

17. Were there any points brought up at the conference on April 15, 1952, 
that have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change, 
or not as efficient as the old procedure? An improvement. 
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PUEBLO ORDNANCE Depot 
FLEXIBLE LINE ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in tl 
form of documentation, and to obtain station advice as to adaptability of subje« 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1, 195: 
(test)? No. 


2. If so, has the increase in man hours expended been appreciable? 
3. Has the elimination of typing basis for each item, where applicable, « 
requisitions saved much time and effort? Yes. 

4. Do you use the lower portion of the line item strip to annotate informatior 
that you desire on the shipping document and shipping tag? For example: Using 
activity to receive item, warehouse item is to be stored in, accounting symbols 
or codes for cost accounting. Yes, 

5. If not, why? 

6. Is it an advantage to get actual copies of documents indicating how th 
primary source of supply is effecting supply? Yes. 

7. For those items that the depot edits as local procurement, canceled, due out 
ete., is it advantageous to get a separate document indicating such informatior 
Yes. 

Or do you prefer a single copy of the requisition annotated with depot editing 
symbols? No. 

9. Is the Purchase Request and Commitment Form reproduced for you unde 
the test procedure of any value? Yes. 

10. If so, how many copies do you want? Five. 

11. Under the test procedure there is an identification tag attached to one o 
each item requisitioned or placed on the container if the item is shipped in an 
original package. Is this identification tag of value in identfying line items 
and making disposition of the items? Yes. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotated o1 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20 space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you 
cannot read? Yes—No. 

15. In your opinion should the test forms be amended? If so, how? Request 
that a block be established in order that requisitions can be submitted through 
channels. Also, suggest an additional block for the approval of the commanding 
officer. 

16. Do you have any ideas or improvements to suggest with regard to the 
over-all procedure? No, 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change 
or not as efficient as the old procedure? Improvement. 


FIvzsIMONS ARMY HOSPITAL 
FLEXIBLE LINE ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in the 
form of documentation, and to obtain station advice as to adaptability of subject 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1, 1952 
(test)? No (not more than manually prepared on WD AGO Form 445). More 
work than requisitions prepared on IBM macbine. 

2. If so, has the increase in man-hours expended been appreciable? No. 

3. Has the elimination of typing basis for each item, where applicable, on 
requisitions saved much time and effort? Yes. 

4. Do you use the lower portion of the line item strip to annotate informa- 
tion that you desire on the shipping decument and shipping tag? For example: 
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Using activity to receive item, warehouse item is to be stored in, accounting 
ymbols, or codes for cost accounting. Yes. 

5. If not, why? 

6. Is it an advantage to get actual copies of documents indicating how the 
wimary source of supply is effecting supply? No. 

7. For those items that the depot edits as local procurement, canceled, due 

ut, etc., is it advantageous to get a separate document indicating such informa- 
tion? No. 

8. Or do you prefer a single copy of the requisition annotated with depot editing 
symbols.? Yes. 

9. Is the Purchase Request and Commitment Form reproduced for you under 
the test procedure of any value? Yes. (See answer to No. 10.) 

10. If so, how many copies do you want? Number of copies received is sufficient 
if items coming under separate local obligation authorities would be put on 
separate forms, i. e., cleaning supplies be separated from office supplies, etc. 

11, Under the test procedure there is an identification tag attached to one of 
eaeh item requisitioned or placed on the container if the item is shipped in an 
riginal package. Is this identification tag of value in identifying line items and 
making disposition of the items. Yes. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
documents as apposed to the abbrieviated nomenclature previously annotated 
on the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20 space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you 
annot read? No. 

15. In your opinion should the test forms be amended? If so, how? (See 
par. 16.) 

16. Do you have any ideas or improvements to suggest with regard to the over- 
all procedure? It would be very helpful at station level if one action copy of 
requisition could be returned from depot showing action in line-item order. At 
present, it is difficult to locate items after all are separated under separate 
editing symbols. 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change, 
or not as efficient as the old procedure? An improvement. 

Added Comment.—It is the opinion at this station that the space provided on 
the documents showing quantity requisitioned, quantity shipped, and quantity 
received is very helpful in making changes on due in canncellations and receipts. 


UTAH GENERAL Depot, Depor MAINTENANCE DIVISION 
FLEXIBLE LINE ITEMS REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in the 
form of documentation and to obtain station advice as to adaptability of subject 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1, 1952 
(test)? No. 

2. If so, has the inerease in man-hours expended been appreciable? - — 

3. Has the elimination of typing basis for each item, where applicable, 
on requisitions saved much time and effort? Yes. 

4. Tyo you use the lower portion of the line item strip to annotate information 
that you desire on the shipping document and shipping tag? For example: 
Using activity to receive item, warehouse item is to be stored in, accounting 
symbols or codes for cost accounting. Yes. 

5. If not, why? ——— 

6. Is it an advantage to get actual copies of documents indicating how the 
primary source of supply is affecting supply? Yes. 

7. For those items that the depot edits as local procurement, canceled, dne out, 
ect., is it advantageous to get a separate document indicating such information? 
Yes. 

8. Or do you prefer a single copy of the requisition annotated with depot 
editing symbols? No. 
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9%. Is the purchase request and commitment form reproduced for you under th 
test procedure of any value? Yes. 

10. If so, how many copies do you want? Yes. 

11. Under the test procedure there is an identification tag attached to o1 
of each item requisitioned or placed on the container if the item is shippec 
in an original package. Is this identification tag of value in identifying lir 
items and making disposition of the items? Yes. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotate 
on the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock record 
by eliminating duplication of items difficult to identify under the old 20-spac 
abbreviated nomenclature? Yes. 

i4. Is the documentation legible? Have you received any documents 
cannot read? No. 

15. In your opinion should the test forms be amended? If so, how? No 

16. Do you have any ideas or improvements to suggest with regard to t! 
over-all procedure? No, 

17. Were there any points brought up at the conference on April 15, 195 
that have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no chang: 
or not as efficient as the old procedure?) An improvement. 


DrseRET CHEMICAL DEPO' 


FLEXIBLE LINE ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


+ 


The objective of this questionnaire is to ascertain what stations need in 
form of documentation and to obtain station advice as to adaptability of subj 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1 
(test)? No. 

2. If so, has the increase in man-hours expended been appreciable? 

3. Has the elimination of typing “basis” for each item, where applicable, 
requisitions saved much time and effort’ Yes 

t. Do you use the lower portion of the line item strip to annotate informati 
that you desire on the shipping document and shipping tag? For exampl 
Using activity to receive item, warehouse item is to be stored in, accounting 
symbols or codes tor cost accounting. No. 

5. If not, why? Information necessary is posted to stock record cards, 

6. Is it an advantage to get actual copies of documents indicating how 
primary source of supply is effecting supply? Yes. 

7. For those items that the depot edits as local procurement, canceled, due out 
ete., is it advantageous to get a separate document indicating such information 
Yes. 

8. Or do you prefer a single copy of the requisition annotated with dep: 
editing symbols? No. 

%. Is the purchase request and commitment form reproduced for you unde 
the test procedure of any value? Yes. 

10. If so, how many copies do you want? Six. 

11. Under the test procedure there is an identification tag attached to one 
each item requisitioned or placed on the container if the item is shipped in an 
original package. Is this identification tag of value in identifying line items 
and making disposition of the items? Yes. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
document as apposed to the abbreviated nomenclature previously annotated or 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20-space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you 
cannot read? Yes. No. 

15. In your opinion should the test forms be amended? If so, how? No 

16. Do you have any ideas or improvements to suggest with regard to tl} 
over-all procedure? No. 


10> 
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17. Were there any points brought up at the conference on April 15, 1952, that 
ive not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change, 
not as efficient as the old procedure? An improvement 


DUGWAY PROVING GROUND 
FLEXIBLE LINE ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in the 
form of documentation and to obtain station advice as to adaptability of subject 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA 445-1, March 1, 1952 
(test)? No. 

2. If so, has the increase in man-hours expended been appreciable? 

4. Has the elimination of typing “basis” for each item, where applicable, on 
requisitions saved much time and effort? Yes. 

4. Do you use the lower portion of the line item strip to annotate information 
that you desire on the shipping document and shipping tag? For e ample: 
Using activity to receive item, warehouse item is to be stored in, accounting 
symbols or codes for cost accounting. We haven't done so far but feel that it 
will be of benefit to us to do so. 

5. If not, why? We have not been making use of this because of lack of proper 
understanding of the test form, but will make use of it in the future. 

6. Is it an advantage to get actual copies of documents indicating how the 
primary source of supply is effecting supply? Yes. 

7. For those items that the depot edits as local procurement, canceled, due 
out, ete., is it advantageous to get a separate document indicating such infor 
nation? Yes, 

8. Or do you prefer a single copy of the requisition annotated with depot 
editing symbols? No. 

% Is the “Purchase Request and Commitment” form reproduced for you under 
the test procedure of any value? Yes. It will save considerable time. 

10. If so, how many copies do you want? We need five copies. 

11. Under the test procedure there is an identification tag attached to one of 
each item requisitioned or placed on the container if the item is shipped in an 
original package. Is this identification tag of value in identifying line items 
and making disposition of the items? Yes. 

12. Do you prefer complete nomenclatures as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotated on 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20-space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you 
cannot read? They are legible. 

15. In your opinion should the test forms be amended? If so, how? I have 
no suggestions. 

16. Do you have any ideas or improvements to suggest with regard to the 
over-all procedure? No. 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change 
or not as efficient as the old procedure? An improvement 


ToOELE ORDNANCE DeEpor 
FLEXIBLE LINE-ITEM REQUISITIONS AND SHIPPING DOCUMENTS 


The objective of this questionnaire is to ascertain what stations need in the 
form of documentation, and to obtain station advice as to adaptability of subject 
test forms to their operation. 

1. Is it more work to prepare a requisition on Form DA—445-1, March 1, 
1952 (test)? No. 

2. If so, has the increase in man-hours expended been appreciable? — 

Has the elimination of typing “basis” for each item, where applicable, on 
requisition saved much time and effort? Yes. 
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4. Do you use the lower portion of the line-item strip to annotate informatio 
that you desire on the shipping document and shipping tag? For example using 
activity to receive item, warehouse item is to be stored in, accounting symbols 
or codes for cost accounting. Yes. 

5. If not, why? 

6. Is it an advantage to get actual copies of documents indicating how the 
primary source of supply is affecting supply? Yes. 

7. For those items that the depot edits as “Local procurement,” “Canceled, 
“Due out,” ete., is it advantageous to get a separate document indicating such 
information? Yes. 

8. Or do you prefer a single copy of the requisition annotated with depot 
editing symbols? No. 

9. Is the “Purchase Request and Commitment” form reproduced for you under 
the test procedure of any value? Yes. 

10. If so, how many copies do you want? Six. 

11. Under the test procedure there is an identification tag attached to one of 
each item requisitioned or placed on the container if the item is shipped in an 
original package. Is this identification tag of value in identifying line items 
and making disposition of the items? Yes, 

12. Do you prefer complete nomenclature as annotated on the test shipping 
document as opposed to the abbreviated nomenclature previously annotated on 
the old shipping document? Yes. 

13. Do you think that complete nomenclature will verify station stock records 
by eliminating duplication of items difficult to identify under the old 20-space 
abbreviated nomenclature? Yes. 

14. Is the documentation legible? Have you received any documents you 
cannot read? (a) Yes; (0) no. 

15. In your opinion should the test forms be amended? If so, how? No. 

16. Do you have any ideas or improvements to suggest with regard to the over 
all procedure? No. 

17. Were there any points brought up at the conference on April 15, 1952, that 
have not been resolved or acted upon? No. 

18. What is your over-all rating of the procedure—an improvement, no change 
or not as efficient as the old procedure? A definite improvement. 


PROBLEM AREAS 


Mr. Houtrreip. May I ask if you have run into any problem areas 
in this method which have caused you not to be able to close the test, 
or is it just that you feel a long testing period is nec essary ¢ 

Colonel Coox. Very frankly, here is what we are doing. I was 
going to bring this out later. We are attempting to lay the founda- 
tion there for the full merchandising concept. 

As I said a little earlier, before the merch: indising man could mer- 
chandise his stock, he had to have the facilities, knowing precisely 
what he has on hand, what is due in to him by contract; knowing he 
had to be able to move his requisition rapidly through his supply, 
and with the several other requirements that we hope we have laid the 
foundation for now, by this technique. 

Mr. Houtriecp. But you did not have adequate information on 
beforehand ¢ 

Colonel Coox. Let’s say in the same simplicity. 

I would like to make a point for the record, if I may, that those of us 
who are conducting this test, or monitoring, of course, believe very 
strongly in what we are doing. We sincerely believe in what we are 
doing, but when you go into the services, of course, in the Army, or 
per ha aps anywhere else, there are those w ‘ho don't always agree With 
you 100 percent, and I can’t at this time state that what we are doing 
here is the offici: al position of the Army. I would like to bring out, if 
I may, our experience to date in some other points. 
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As brought out, the requisitioners have agreed unanimously that 

e document is superior ; that the identification of the supply support 
. more accurate than in the past. Our records have proven to be 
both timely and accurate. At the present moment, we are paralleling 
the IBM or EAM records, because our records, and it is demonstrated 
that the system is extremely accurate. In fact, out of about 1,500 line- 
tem transactions we are making from 12 to 15 errors, or about 1 per- 
cent, or less. Out of that 1 percent errors we are making, about 50 
percent of the errors are in the processing unit; about 50 percent of 
the errors in the machine unit. We hope as the experiment goes along 
we can reduce that 1 percent, as I brought out. 

Mr. Houtrievp. Is that due to the fault of the system, or the human 
element ¢ 

Colonel Cook. The human element; both systems 

Mr. Houirtetp. The human element. 

Colonel Coox. Yes, sir. 

I suspect the 1 percent error is a pretty low factor in military sup- 
ply. We maintain records in our test unit of warehouse location and 
original manufacturers’ package. When a requisition comes in, for 
example, for 15 reams of typewriter paper, we find that the commer- 
cial package is 16 reams to a bundle, we edit the quantities to 16, which 
permits us to attach one of our labels to the original manufacturer’s 
package and ship it to the consignee without any repackaging at all. 

Somewhere between 15 and 20 percent of all our items we requisi- 
tion we are able to OP, as we call it, original package. The savings 
there is something we are not in a position yet to measure. Our statis- 
tical reports as to the fact we are already in now has demonstrated the 
system is more accurate than either the old system or the visible rec- 


ord by itself, since we are using punch cards to verify our posting. 

If either of the punch-card record or the manual posting do not 
agree, a conciliation is possible and errors are caught that would other- 
wise not have been detected under either system independently 
operated, 


SUMMARY 


In summarization, a faster flow of papers or documents mean faster 
flow of supplies. It means that the combat effectiveness of the soldier 
will be accomplished by giving him what he wants, where he wants it, 
at the right time. We have been moving supplies so rapidly under 
this system that our usual required time of 30 days—in other words, 
we require a requisitioner to anticipate his requirements 30 days in 
advance—and since we are moving supplies so fast, we believe that the 
30-day stockage can be reduced to 15 days or less, and that across- 
the-board reduction in inventories and possible savings can be 
imagined. 

Now that we have laid the foundation with a complete set of records, 
the statistical reporting after the fact, we want to do some simplifica- 
tion of this record keeping, and some simplification of this reporting, 
and we have some ideas along that line. We think this reporting after 
the fact will permit us, for example, to report to Washington or 
wherever we might desire to report the net position over a period of 
time of an item rather than the individual transaction that occurred. 

For example, on an item, if Mrs. Harden will pardon me, of toilet 
paper, we have filled three stock record cards, double column, in 90 
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days, on issue of that item, broken down since it comes 96 rolls to the 
package. We do not issue less than that. That issue sometimes is 96. 
or as few as 2 rolls, Our present technique is to report every single 
transaction with respect to that item. 

As Mr. Pearson in his report suggested that perhaps we can take 
that item and punch off a card or electric tab, whatever final mean 
we use, of what happens to this item over a 30-day or 90-day period 
We think by the use of open-end contracts the placement of this stock 
at Utah can be accomplished rapidly and simply, without waiting for 
the wheels in Washington to grind exceedingly slow to get it to him, 

By moving our papers faster, and by the position of the stock being 
responsive to the mechandiser, we think there we can reduce the stoc! 
levels at this depot much less than 14 months, which is the general 
average at this time. 

We hope and we feel that we can make the right shipments to larg: 
consumers. We have witnessed instances in which large shipments 
sent to the San Francisco port of such item as mimeograph paper, 
typewriter paper, toilet paper, and soap, that perhaps we can ship to 
the port direct the regular monthly increments for Korea and Japan. 

With the stock being more responsive to the merchandiser, we can 
reduce the excess more rapidly. We can sort out the nonstandard items 
that come in to us from local procurement. We think that we can 
fix responsibility for the effectiveness of the supply operation; as was 
brought out in the record. I am from the Accounting and Finance 
Division of the Army Comptroller, and in pursuance to the will of 
Congress we are working as rapidly as we can toward financial con- 
trol of property in the military, and a recent directive from the De- 
partment of Defense has prescribed that it will be done as rapidly as 
possible. Therefore, we intend to incorporate in this test financial 
control over all supplies under the test operation, 

In closing, I would like again to emphasize that we are not trying 
to suggest that the entire Army supply system is a failure. Actually, 
we are a little enthusiastic about what we are trying to do. 

But we feel that what we have done so far has in some measure 
proven our basic theory; but this is one of the many tests that the 
Army is now conducting to improve the supply function and perhaps 
out of all these tests we will come up with a much more effective sup 
ply system. 

Thank you very much. 

Mr. Bonner. Any questons, Mrs. Harden? 


EFFECT OF TEST ON GENERAL SERVICES ADMINISTRATION WORK 


Mrs. Harpen. Yes; one question, Mr. Chairman: 

Will the new technique facilitate assumption by the General Serv- 
ices Administration of supply for the military of the common items 
such as carbon paper 

Colonel Cook. The test procedures could be used as well by the GSA 
in accomplishing the supply of the items. In other words, as to who 
utimately is responsible for these common-type items that go across 
the board, would not be governed by our technique. 

We think there are agencies that could use such a system as ours. 

Mr. Houirieip. Can these techniques be applied throughout pro 
curement ¢ 
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Colonel Cook. Included in the brochure you will probably note that 
(his technique is clearly applicable to procurement documents. Where 
you put a request on a procurement officer to buy a series of items in 
which he sends some items out on one invitation for bid, and other 
items out on another invitation for bid—— 

Mr. Houiri1evp. I really meant, so far as the technical services are 
concerned, 

Colonel Cook. We have no reason so far to believe that any type of 
commodity regulation or nonregulation, whether it be a tank or a 
pencil, will not fit the system. 

Mr. Houirietp. You said a few moments ago that there might be 
some objection in some quarters to this system. I am not critical of 
objections, understand, because I think any method should be de- 
fended until a new method is found to be better. Do you find 
objection on the basis of just opposing a change, or are they skeptical 
of the merits of this system ? 

Colonel Cook. I suppose it is skepticism of the merits of the system. 
Certainly I could not attribute it to the inertia or a tendency not to 
adopt the new, and not change. We are not opposed to something new, 
but actually what we are doing is based on the developments in the 
reproduction field that have made this possible only in the last few 
months. 

Mr. Howirrecp. You are speaking now of the method of repro- 
duction ¢ 

Colonel Coox. Yes, sir. To photograph anything economically is 
the key to our operation. I have been in the laboratories of com- 
panies where the machine would turn out copies at the rate of 100 
to 200 a minute, by scanning with a guidon tube such as used in tele- 

vision. The television tube can scan a series of objects or papers. This 
machine will turn out copies, so what is coming up is a revolutionary 
matter. 

Major Davison. May I add to what Colonel Cook just stated? 
Our existing system is excellent, and it is good. We won World 
War II with it. We are defending our existing system so far as we 
can in conjunction and independently with this test. So we have to 
move very slowly. 

If I came back to Washington and told General Tansey that I was 
out in Ogden and it interfered with some combat soldier receiving an 
item of general supply or logistic support, I wouldn’t stay there very 
long. I just want to add that we have to move slowly. We are not 
criticizing the existing system atall. It is excellent. 

Mr. Ho.irtevp. I will not go along with you on not criticizing the 
existing system. There is no system that exists, in business or in the 
Army, that isn’t subject to constructive criticism, if that criticism 

can be made not in a damaging and destructive way, but in a construc- 
tive way, and I think there is no need for us to defend the existing 
system, but we know that the system has worked, and we know also 
it has fallen down in different instances. 

Major Davison. Yes, sir. 

Mr. Houirtevp. So it is not a matter of how to displace the existing 
system. We are anxious to find out if it can be improved. We are 
improving in business all the time, and we think the Army can also 
improve. 


25062 
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Major Davison. Colonel Cook and myself are the outstanding oppo- 
nents of the existing system. We are fighting hard against it. 

Mr. Ray Warp. There are a couple of questions I would like to ask: 

Do you have a continuation sheet with this requisition form ? 

Major Davison. Yes, sir. 

Mr. Ray Warp. Have you found that six items are the average nun 
ber on the requisition? Is that why you have six on this? 

Major Davison. I might add this: We have designed a document 
and have tested it in which we have 10 line items in the document, 
particularly in the case of spare parts, where the nomenclature 
short; 80 to 90 percent of our requisitions are of less than one page 0 
this requisition form here. 

Mr. Warp. If the requisition units do a better job of planning thei 
requisitions, there will probably be more and more line items on ther 

Major Davison. That would be true. In actuality, we get about as 
many line items on a 12-line document as we have on the convention! 
shipping document form. 

Mr. Ho.trtetp. Colonel Cook, is this system being used anywhere 
in industry at the present time / 

Colonel Coox. Not that I know of. I know that General Electr 
has evidenced considerable interest in it, and is now studying it. 

Mr. Hottrieip. It is possible you have a peculiar problem here, 
although I can see where in any one of the big mail-order houses 
or department stores doing a mail-order business where an order could 
come in from a branch office for a series of different articles that the) 
could do the handling of the request by this method. I am impresse«| 
generally with this, and it seems like to me offhand that it is a 
improvement. 

Major Davison. Yes, sir. 

Mr. Ropsack. I would like to ask General Tansey or anyone here 
whether he is in a position to state that these techniques will 
extended to other services and to other items. 


FURTHER STATEMENT OF MAJ. GEN. P. H. TANSEY, ASSISTANT 
CHIEF OF STAFF, G-4 


APPLICATION OF RESULTS OF TEST 


General Tansry. I might answer that by stating that at the last 
meeting of the Technical Services Chiefs, with G—4, General Larki 
explained with G—+ the basic ideas and philosophy behind this test, 
and asked that each of these services look into this field. 

I do not believe that you will have the full play in all the technica! 
services that you have in the Quartermaster. I believe that the Med 
ical Corps people might apply this system. 

Colonel Asbill, out at the depot which we visited the other day, he 
asked that we send a team there, which is not practical at the moment 
because of manpower limitations, and the engineers might be able to 
apply this system. 

As a further step, the technical services are being invited to ob 
serve this policy by local representatives at the branch depots, and 
by representatives from Washington, or wherever the Chief may send 
them. I do not understand the statement that was made by Colonel 
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Cook as to the objections to this idea. I think maybe there may be 
some silent resistance. The people have not yet had a chance to object, 
because the test has not been evaluated yet. The feeling at G—4 is that 
these members of this team can have full play of their fancy. Some- 
times we cannot always agree with the Comptroller. Our fancy goes 
beyond the realm of practicability. We welcome this test. As a mat- 
ter of fact, we are pushing it. 

General Larkin stated he wants us to combine our brains with the 
brains of one of our leading business executives, Mr. Pearson, and 
our experience with his, to bring up something. 

There are questions, however, that we might ask. These are times 
when reports are called for with such speed that you need electrical 
accounting records to do it. 

For example, when I was out with your party at San Francisco I 
visited the overseas supply division and I went over their machine 
room. I asked “Why can’t you cut down?” He replied that he had 
a report to make out which came in from Washington, of all of the 
items which were delayed in shipment to Korea. If he had had to do 
it manually, it would have taken him 2 weeks to get it out. He was 
able to get it out in 48 hours. 

So, we are very well pleased in Washington with the progress they 
are making here. And we hope the test will prove that this is prac- 
ticable, because it does appear to open a big field, but it is like any 
other test: it has to be evaluated. 

I think the Comptroller in Washington will want to look over it, 
and it will fall within his function as well as the supply people. It 
does seem to have a promise. 

We are very much interested in it. We have asked the Navy to look 
into it, and they have been invited to send representatives here and 
comment on the progress of the test officially or unofficially, and to 
determine whether they have any good ideas, for which it might be 
improved. 

We can’t do these things overnight. You just can’t turn a thing like 
that around on a dime the way you can a polo pony. If we can work 
this out economically here, and still do our job, that is what we want 
to do. We want to get the accounting people, the finance and fiscal 
people, together with the supply people, and bring up something, and 
I think we can, but you can’t do it overnight. 

Mr. Rosack. I want to ask one more question which is perhaps re- 
lated: that is, do you have anyone making a study of possible limita- 
tions in existing legislation which may preclude the elimination of 
some kinds of reporting? 

I don’t know who can answer that. 

General Tansry. There are certain parties who are reauired- 

Mr. Ronack. I am talking about legal requirements; requirements 
for audit or reporting purposes. 


STATEMENT OF MAJ. GEN. H. FELDMAN, UNITED STATES ARMY 
(RETIRED) 


Major General FrtpmMan. I think I might give you a comment 
on that that might lead to the answer, or the information you are 
after. 
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I think the Quartermaster General’s Office has gone into the prob- 
lem. A consultant with G4 is now working on the listing of those 
reports that are required, and then that should be matched against 
the cost and the applicability of the present system of supply versus 
a test approach, to determine whether the end product will ultimately 
provide the timely reports that are required by the higher echelons. 

Mr. Rosackx. And presumably the subcommittee could conclude, 
therefore, that if certain reports are required, which did not preclude 
simplified reporting system, that the Department of Defense would 
make legislative recommendations for the elimination of possibly 
unnecessary reports. 

General Tansey. The Office of the Secretary of Defense is the one 
that requires some of these reports. 

Mr. Ho.trtevp. I think you missed the import of this question. 
The question was: Within this test, the simplification of these pro 
cedures, if you saw that it contravened some of the existing legislation 
which therefore needed to be repealed, if a legislative recommendation 
would come from the Department of Defense to the proper committee 
of Congress to help you facilitate your work. 

General Tansey. I do not believe these reports that have been 
mentioned are a requirement of legislation. 

Mr. Pearson. The legislation that applies in this case goes back 
to 1892, I believe, which states that this shall be as prescribed by the 
Secretary of War. 

Mr. Houtrrevp. Then you are free to change regulations. 


STATEMENT OF HON. HAROLD PEARSON, DEPUTY ASSISTANT 
SECRETARY OF THE ARMY, RESEARCH AND MATERIEL 


Mr. Pearson. There is not within my own observation any re- 
strictive legislation requirements that would impose a limiting factor 
on the things here. 

Mr. Honirtetp. I think that answers the question. It can be taken 
care of in the administrative regulation, and does not require a 
change in the basic legislation. 

Mr. Pearson. It can. It is a slower process, probably, than we who 
are working with it would like, because of the many factors involved 
such as item accountability. 


PRECISE ACCOUNTING ON SMALL ITEMS 


The Army attempts to have a precise and exact item accountability 
on nails and carpenter’s chalk and mop handles, the same as it does 
on tanks or aircraft, or sky-sweeping antiaircraft guns costing many 
hundreds of thousands of dollars. 

From a businessman’s viewpoint, such a requirement is today an 
abhorrence. We will not spend a dollar attempting to account for a 
portion of a cent in value. We are accustomed, rather, in business, 
to setting up a reserve on our books for inventory shortages which we 
know will exist. It is inescapable; it is a natural hazard of handling 
things in great volume, and so long as the loss rests comfortably 
within that reserve each year as the inventory is taken, we feel satis- 
fied that we have gained by removing the need of attempting to keep 
much more expensive, precise records. 
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ATTITUDE OF COMPTROLLER GENERAL 


Mr. Houirtevp. I happen to agree with your attitude on that as a 
businessman, myself, but I am wondering if the Comptroller General 
oes along with that line of thought. 

Mr. Pearson. That is the present difficulty. Actually—— 

Mr. Hourrtep. Of course, as I understand Colonel Cook, he indi- 
cated that there was something in this procedure that could be changed 
to a certain extent to an item accountability and to a dollar ac- 
ae ew de 

Mr. Pears We are moving as rapidly as we can in the Army 
to accoinplich | the at. Our present objective is to accomplish it in our 
major industrial-type activities; perhaps within 3 years, although I 
think that is a very short period of time. I attended a meeting in 
Washington on Monday of the Technical Services Chiefs, and their 
staffs, at which a requirement was laid down that in accordance with 
many demands that we do so, we expedite the application of industrial 
funds as rapidly as practicable, and there was there authorized the 
engagement of professional assistance to complement a limited staff 
of our own to accomplish that objective. 

Mr. Howiriety. As you know, our committee produced legislation 
just recently which raised the limit of spot purchasing without going 
through the bidding procedure. 

Mr. Prarson. Yes, sir. 

Mr. Houirietp. And for the defense agencies we raised it very high. 

Mr. Pearson. Yes, sir. 

General TaNsey. We will still have item accounting; we will have 
to have that, but it will—there will be a dollar tag on it. 

Mr. Pearson. The merchandiser needs item accounting, but he does 
not need precise item accounting. 

For instance, if you have 15 million 3-by-5 cards in stock as opposed 
to 15,107,908 3-by-5 cards, or some such precise thing as that; illus- 
trated, rather, in round totals. 

Mr. Horirtevp. A specific item accountability is no protection 
against fraud or pilferage. 

Mr. Pearson. No, sir; because I think the major cause of loss in 
the Army is neither fraud nor pilferage. But actual damage; just 
the normal damage of handling; broken boxes, bags, and so forth. 

Mr. Houtrrevp. E very industrial company has that, too. 

Mr. Pearson. The same thing; and it is accepted as a part of the 
cost of doing business, and a very minor cost, as a matter of fact. In 
our business we set up a 2-percent reserve for inventory shortages, 
and drive ourselves crazy searching for the cause of anything that 
goes over about three-quarters of 1 percent; to keep precise records 
would cost a great deal more than three-quarters of 1 percent. 

Mr. Houtrtep. Processing an item of $4 would cost about $10 to 
handle. 

Mr. Pearson. Yes, sir. 

Mr. Houir1retp. When the pilferage may be great, you can show so 
many of these issues were in the low dollar brac ‘ket. This would indi- 
cate unless we can improve that system of paper cost that we are losing 
more by the processing and handling of the paper than by the losses 
themselves. 
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Mr. Pearson. Without question, the ratio runs maybe 10 to 1, or 10 
to 1. 





ORDNANCE 





AND ENGINEERS HAVE MANY SMALL ISSUES 














Mr. Warp. In that connection, Mr. Pearson, haven’t your studies 
shown that the same small issues obtained in Ordnance and Engineers 
bec ‘sause of the parts ? 

Mr. Pearson. Without question; it ought to be entirely eliminated. 
If you need one small, minute part of a complex machine it is no good 
to send a dozen; it is one you need. 

The problem is intensified with both Engineer and Ordnance by the 
spare-parts problem, and it will be, I believe, our greatest opportunity, 
to be of service. 

Mr. Warp. It is commonly misunderstood that big machines are in 
fact combinations of innumerable small component parts. 

Mr. Pearson. At the risk of extending a moment or two beyond 
your scheduled 11:30 adjournment, if the chairman would care to 
have me do so, I would like to say a few words on this test. 

Mr. Bonner. I want to hear you; that is what we are here for. 





PHILOSOPHY 





OF MERCHANDISING 


Mr. Pearson. I would like first to hasten to say and to emphasize 
that the thing we are here doing is not in any sense a system or a 
mechanism involvi ing merch: indising ; rather, it is a careful analysis of 
a philosophy of merchandising above and be yond and of immensely 
greater scope than the procedure of whether to use this form or that, 
or this kind of equipment or that. 

The military mission since the establishment of the Army has been 
to supply troops with the things the troops needed to conduct their 
purpose. All pressures, almost without exception, all effective pres- 
sures throughout the 175 years of Army life, are on the side of supply 
ing troops. 


LACK OF INCENTIVES FOR ECONOMY 


Few men have been in difficulty for oversupply, or overstocking, as 
we would say in a business sense; many men have been in difficulty 
because at a time of great need they didn’t have the facilities by which 
they could supply a thing that was needed. 

All of the pressure, then, is on one side, there are few counterpres- 
sures, and those are not very effectively used. The result, then, is a 
tendency which isa military characteristic, I am speaking as a civilian, 
the result is a tendency to play it safe on supplies within the limitation 
of their fiscal capacity to do so. 

The history of the Army is one of long periods of famine in peace- 
time, between wars, and a brief and extremely intense period of feast 
in the procurement situation in the time following, when somebody 
rings a bell and we go to war. 

Then, when the war ends, we revert back, as we all remember, to the 
1946-47 and the 1948-49 type of budget, until again there is a threat 
of war; and then the pendulum swings back to the extreme on the 
other side. 

We are all in every sense products of the pressures that are upon us 
from time to time. A successful business management is composed, 
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as you know, of balancing pressures and counterpressures. We have 
the pressure of supply; we do not have the counterpressure for in- 
ventory turn-over, for low operating cost in relation to the accomplish- 
ment of our mission. 


MUST GEAR FOR LONG PULL 


Now, I believe—and I have discussed this frequently—I believe the 
Army faces an entirely new set of conditions which is without prece- 
dent in its experience. If the Soviet does not force a full, all-out 
war, I believe the country faces a number of years, maybe 5 or 10 or 
15 or more years, in which it must live in a state of semimobilization 
preparedness; a period in which we must have a minimum prepared- 
ness base, so if war should be forced upon us, we can support troops 
in their isolated places. That base must be expansionable so that we 
can support 10 times our existing forces; and beyond that, in all prob- 
ibility. But, in those 5 or 10 or 15 or more years of semimobilization, 
if it works that way, we must find a way to manage our economy and 
operate a supply system so that we do not present too great a drain on 
the economic ability or capacity of the country to support. 


TRIED TO SEPARATE OUT MILITARY ITEMS 


My first approach to the analysis of this problem caused me to 
immediately subdivide in my own mind those things which are strictly 
military in the sense of guns and bullets, and the things in immediate 
support of the troops in combat, from those things which are com- 
mercial in nature, and which the Army could, and I believe strongly 
should, avail itself of every opportunity to adopt commercial practices 
and controls. 


MOST ITEMS ARE COMMERCIAL IN NATURE 


I learned, to my surprise, because I am without military experience 
in this sense, that something like 70 percent of all the supply actions 
of the military are commercial in nature. All of the things, the 
housekeeping things, which are no more military than what our wives 
buy when they go to the stores; and extending that thought, I ob- 
served that we were by practice devoting as much time and attention 
to the recording and warehousing and merchandising of penny items 
of household supplies as we were devoting to extremely important 
merchandise. 


TREMENDOUS VOLUME OF RECORDS SENT TO CENTRAL OFFICE 


The result, I observed, was a tremendous detail of records sent 
into the central offices, with literally miles of electronic accounting 
machine tape, recording transactions cluttered up by trivia, by the 
recording of trivial matters, of little or no consequence to the over-all 
military objective of the Army. The result I saw was that the very 
volume of the trivia impeded and cluttered up the handling of the 
really important military types of things. 
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OVERCENTRALIZATION IN SUPPLY AREA 


The next observation was that the Army practice is for complete 
centralization of all thinking in the supply area, but which also in 
volves the movement of great masses of detailed data to central stock 
control points. The depot personnel have almost no voice in what 
they receive, store, and issue, although they are the closest to the mer 
chandise they handle, and they are the closest to the customers whom 
they supply with that merchandise. 





USE OF FORMULAE DUE TO CENTRALIZATION 


Such complete centralization, bringing such volumes of data into 
central stock-control points, required the development of formulas 
over a span of years, multipliers and dividers, and formula used to 
compute mechanically the requirements of the Army and to subdivide 
those requirements into the depot distributing system. Thus, me 
chanical formulas have taken the place almost entirely in these com 
merical things that account for 70 percent of our supply, actions, of 
the intelligence and ability of experienced merchandisers in the sense 
that business understands and uses that term. 


RESPONSIBILITY DIVIDED 


It further subdivides—so completely subdivides—the responsibility 
for the end result that it is almost impossible, except for the Chief of 
the Technical Services itself, to point a finger at an individual whose 
unsatisfactory performance had resulted in badly balanced inventory 
conditions. 


CAN’? FIX GOOD OR BAD PERFORMANCE 


It was then not possible because of mechanization and subdivisio1 
of responsibility to clearly establish responsibility me either good or 
bad performance in inventory control except, as I say, to the Chief 
of the Technical Service. It then was impossible a recognize those 
who were performing well and reward that performance; to identify 
those who were performing poorly and to help them to a better per- 
formance, or to eliminate them and replace them with those more 

capable. 

My thirty-odd years’ experience in this area has taught me that 
informed initiative of able people close to the merchandise and close 
to the customer they were serving resulted in a vastly superior per- 
formance over the mechanical formula which is too frequently substi- 
tuted for local ability. We have been told here this morning that the 
Utah General Depot has an inventory turn-over of about 0.86 times 
per year. That would compare with a normal commercial distributive 
turn-over of three or four times a year. In other words, the turn-over 
of supplies at this installation is only one-fourth or one-fifth as fre- 
quent as would be the normal, commercial operation. 


TURN-OVER ONLY SIX-TENTHS TIMES PER YEAR 


In the general supply section of the Quartermaster Corps at this 
depot, the turn-over figure is 0.6 times per year. Keep in mind most 
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of that merchandise is semicommercial or commercial in nature, and 
not militaristic in the sense of guns or planes. The turn-over of gen- 
eral supplies of the major distributors of those things in the country 
would be six or seven or eight times as great as the turn-over of general 
supplies at this depot. 

Now, even making allowances—full allowances—for military con- 
ditions; in other words, the requirements that are put on reserves for 
one contemplated purpose or another, I still believe that it is possible 
to substantially increase the turn-over and substantially reduce the 
inventory of general supplies at this depot, by application of commer- 
cial practices in merchandising commercial items. The purpose, then, 
of our test, is to attempt to establish this principle in an actual Army 
operation. 

I wanted to mention that quickly because I was afraid that we had 
conveyed the impression that we were talking more the mechanics of 
the system than we were the philosophy that underlies it—the philo- 
ogee objective upon which we are working. 

Now, progress in this test has been to some of us encouraging, 
although I am impatient, and admit that it has been to me discourag- 
ingly slow. Others in the Army remain yet unconvinced of the 
soundness of this philosophy. 


HABITS MUST BE CHANGED 


I think we have a long way to go because the task of accomplishing 
changes of habits of thought in so extensive an organization as this, 
is a long and slow task. It requires perseverance and patience, and 
we are trying with some difficulty to assemble those capacities. 


OBJECTIVE OF TEST 


The objective of the test, then, is to speed up supplies of commercial 
items (only commercial items at this point); to reduce the cost of 
handling those things by a substantial percentage; to reduce the 
inventories and increase very substantially the turn-over of the zone 
of interior depot system in these commercial things; and to render 
more complete service to our customers. 


APPRECIATE BONNER SUBCOMMITTEE HELP 


In a number of instances I feel, and many of us at the Department 
of the Army share this viewpoint, a sense of gratitude to the Bonner 
committee for providing in many ways support which was at times 
badly needed in convincing people of the necessity of doing some of 
the things that we are talking about. Specifically, the use of open- 
end contracts, which was advocated so strongly in your report a year 
or a year and a half ago, and repeated subsequently, is, I think, a 
great opportunity for us to increase turn-over and to speed up the 
processes of accomplishing replenishment of stock at remote depot 
installations. The support given by your recommendations and your 
requirements I have found personally to be extremely helpful. 
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NEED FOR MORE DIRECT SHIPMENTS-—LESS DEPOTING 


Another area yet to be fully explored but receiving a great deal of 
constructive attention is your interest in the use of direct shipment 
of supplies from manufacturer to point of use. Carloads of thing 
need not be ridden needlessly about the country by moving from point 
of origin to depot to point of use. This plan of depot shipment offers. 
I think, an opportunity to accomplish tremendous dollar savings 
freight and handling costs in such a way that the aggregtae rewar 
will, I believe, make it possible for us to accomplish great economies 
and permit us to do a substantially better job in our basic Army mis 
sion of providing the matériel of war, by using for that accomplis! 
ment the money saved in vast amounts by the application of some o 
these sensible commercial practices in distributing supplies in larg 
volumes. 

I wanted to say those things quickly so we could get away from any 
thought that this was a mechanical procedure and into the unde: 
standing that it is a philosophy of merchandising in an era withou 
precedence in the experience of the Army; a period of extended yeai 
of semimobilization, and one to which some very determined men i 
the Army are devoting a great deal of attention at this time. 

Mr. Bonner. I want to say that your talk here is most refreshing 
Your line of thought, your ideas, are just the thing that this subeom 
mittee has had in mind now for 2 years. 

We have met a stubborn wall of resistance, and though I say that 
charitably, I think the military is so steeped in their procedure, 1 
things handed down, it has been like butting your head up against a 
brick wall. 

I have often said to my staff, “I am really wasting my time; what 
I am doing is butting my head ne a a brick wall.” But, finally wi 
have, through the assistance of this splendid staff—we have show: 
some reductions, and I am just delighted to find that there is recogni 
tion in the high echelons of the military that something must be done 
about this thing. 


MILITARY WILL SOCIALIZE EVERYTHING 


You know the military will have everything; as far as being so 
cialized, we will be socialized by the military instead of the Congress 
and legislation, in view of all of these industrial fields that the mili 
tary is going into. 

We find them shipping coffee from one place to another place where 
there is a coffee-roasting plant near the place where they are 
shipping to. 


GENERAL SERVICES ADMINISTRATION SHOULD RELIEVE MILITARY OF SOMI 
MINOR DUTIES 


In going over with the General Services Administration’s items 
under their direction to be used by the military, when Congress set up 
the General Services Administration they thought it would relieve the 
military of some of these household responsibilities, and let the mili- 
tary apply itself to the purpose of the military. But there is a great 
deal of resistance to that. 
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For example, in items here, that are under designation to be supplied 
by the General Services Administration, we find, for instance, toilet 
paper, four different kinds; we have gotten down to a common level on 

lot of this stuff in the service, but the *y still want four different kinds 
of toilet soap—eight different kinds of soap. 

There must be an answer to this, but as a layman and businessman 

t would not seem it is necessary to have four different kinds—four 

lifferent flavors, or four different kinds, or eight different kinds of 

toilet soap, whatever it may be; paper blotters, six different kinds, and 

pencils, just general writing pencils, ten different kinds. I know there 
re soft pence ils, hard pelhcils, roun cd pence ils, and octagon pe nells, but 
iey all write about the same, and I could go on with this list. 

Have you looked into any of this to see whether they have to have so 
pany diffe rent kinds of these items? 


DUPLICATION OF STOCKS 


Mr. Pearson. That area analysis came under my careful attention. 
! chose from a long list that was available the most nonmilitary thing 

could think of, which was a3 by 5card. I found those cards carried 
i the Army in 16 different stocks. 

Mr. Bonner. Here are waste-paper baskets; 11 different kinds 
That certainly must take a whole lot of valuable warehouse storage 
space in requirement for inventory, and so forth. They are the things 
that worried this subcommittee. I am delighted to have had this 
opportunity to hear you. 

Mr. Warp. Will you discuss for a minute stock levels for commercial 
items like coffee? These household items. 

Mr. Pearson. At the depot level, the very sound principle of control 
of inventories by stock levels has been by the Army for one reason or 
another virtually abandoned. It is not an effective control media at 
the present time. 

Stock levels are established at the depot level, but so many additional 
things require additions to the inventory which were not considered in 
the establishment of the stock level. "The stock levels at the depot 
level have come to be virtually meaningless, even for the most commer- 
cial of all of our things. 

The Army needs, and if Mr. Pace and Mr. Johnson and some of us 
have the opportunity to do so, it will accomplish a policing of the 
effectiveness of the control of inventories by use of stock levels, o1 
some equivalent means; that the turnover of commercial supplies can 
be speeded up several times beyond its present rate. I believe that 
in the area of half a million square feet of space at this depot is occu 
pied by general supplies. I believe that the accomplishment of, say, 
only half of a commercial rate of turn over should reduce by a quarter 
or a third or perhaps more than that the number of square feet occu- 
pied by mop handles and carpenter chalk and lamp wicks, and things 
of that nature. That would give us additional square feet of space 
for the storage of things we need that are for a military purpose, and 
we could accomplish that without the necessity-—— 

Mr. Bonner. A lot of these things could be stored outside. 

Mr. Pearson. I believe much of the general supplies are stored 
outside. 
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FURTHER STATEMENT OF ELMER H. WARD, CHIEF, MANAGEMENT 
OFFICE, UTAH GENERAL DEPOT 


Mr. E_mer Warp. Yes, sir; we have some of it outside. 

Mr. Bonner. This subcommittee has studied in the very field you 
are talking about. We haven't gone into other fields; we leave that to 
the military technique and inte Higene e, 

This subcommittee has gone out and walked through depots, miles 
and miles of depots, walked and asked questions about. goods standing 
in storage, and we have found repeatedly when we would see old- age 
goods which had been in the stock bins for years and when asking 
the supply officer, “Well, what about this?” he says “I don’t have 
anything to do with it; ; it was just shipped to me from Washington.’ 

Mr. Etmer Warp. That is correct. 

Mr. Bonner. That is as sorry a program as there ever was. The 
man in the field knows more about the situation than somebody up at 
the Pentagon, and someone in the Pentagon, just because they have a 

special lot of money, yielded to the pressure of smart salesmanship, 
just overbuys, and they have got to have a place to store it, and they 
ship it and it stays there for years, until it is declared no good. 

Mr. Pearson. I believe, as I expressed here, deeply in the prin 
ciple that for commercial-type items (70 percent of the supply actions 
at a depot like this) the people who are close to the merchandise itself 
and close to the customer who uses it, can do a better job of maintain 
ing and replenishing stock. 

The Quartermaster Corps, for instance, during the war, had : 
number of reserve depots which were actually wholesale type of ai 
places to which additional support reserves backed up ‘the stocks at 
the supply depots themselves. They were needed, but the Quarter- 
master Corps does not now have the reserve depots. All of its depots 
are operating depots. So that stocks accumulated for special reserves 
purposes for one reason or another will be located here and there, as 
these people anticipate whether they are to move out of the west 
coast, or the east coast.” With that single exception, I believe com- 
pletely in the principle of absolutely identifying responsibility, of 
holding strictly accountable for performance, including turn-over, 
service to customer, and all of these things; identifying and rewarding 
by promotion and inducement those who do those things well; identi- 
fying and either training toward improvement or replacing those who 
do not have the capacity to do those things well. 

In all candor, I think I would not suggest that if we were in a time 
of all-out war, that may last a year or two or three or four, because 
I am talking about something that hes years of training and accom- 
plishment ahead of it, but if my fundamental belief is correct; if we 
are not forced into an all-out war, if we just must live in a state of 
semimobilization for a number of years, [I think we should learn to 
operate within the atmosphere then existing. 

Mr. Warp. I would like to ask you this question : 

This subcommittee has been studyi ing the coffee business in the mili- 
tary and testimony given to the Appropri: itions Committee was to the 
effect it was necessary to have a reserve of 62 million pounds of coffee, 
they use about 125 million pounds of green coffee; in other words, 
about a 6 months’ supply. Now, even though that is an enormous 
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figure, they only consume about 5 percent of the coffee that is shipped 
into the United States, because everyone uses coffee. 

In your opinion as a businessman handling that type of item, do 
you need a 6 months’ stock level ? 

Mr. Pearson. I think the consideration which must be added to the 
conclusion a businessman might reach on that point would be the risk 
of having removed by acts of war the pipeline which would accom- 
plish replenishment. The loss, for instance, of the ability to run 
ships up and down from the supply to the United States in the early 
days of a war would create a proble m beyond business comprehension 
or consideration. IL would say purely on the business side that there 
Was ho justification for so large a reserve. 

Mr. Warp. Well, of course there is a normal reserve in the country 
of 3 or 4 million bags of 132 pounds each, so the risk that might be 
involved, where the military has the right of requisitioning, ‘would 
seem rather obscure. 

Mr. Pearson. It would seem to me that the risk would not be of the 
military being short of coffee. I think if there is a risk involved it 
would be a risk of the military requisitioning supplies and by that 
action causing civilian discomfort and probably criticism for having 
not had the vision to provide their reserves so that that discomfort 
was not required. 

Mr. Honirreip. 1 would like to say that I subscribe wholeheartedly 
to the philosophy which you have advocated here today, and along 
with the chairman I want to express my appreciation for all the in- 
formation that you have given us in this little talk. 

I was particularly inte rested in the fact that you gave us the figures 
on industrial commercial turn-over of a comparative operation along 


with the military, and I am perfectly willing to take into consider- 
ution the factors of reserve, of additional reserve, that is needed for 


emergency. 

Any fair-minded person would want to take that into consideration, 
would want to consider the earmarking of those factors in inventory 
which are peculiarly military, and not of common-use nature, but, 
even after that, I think that the defense services are subject to criti- 
cism for unbalanced supplies in these warehouses. Now, there are 
some other things that I think this subcommittee is interested in which 
Inay not come within your particular province, and that is their tools 
of procurement; that is, the difference because of lack of standard 
specifications. 


CATALOGING 


We are very much interested in that. One of the laws put out by 
our committee, Public Law 152, sets up this cataloging agency, and 
we have been pushing that as hard as we can. It isa single Federal 
cataloging agency, so we can eliminate this duplic ation which we 
rea is Now in inventory. 

I personally spent 2 vears with the subcommittee investigating sur- 
plus after World War IT; the inventories in warehouses, the duplica- 
tion in inventory, the obsolete accumulation of things in inventory, 
things which had to be subsequently dumped upon the market. I 
am not blaming the military, for that was the responsibility of Con- 
eress, but I know something about the duplication in inventories and 
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the unnecessary duplication of similar items which could be 
standardized. 

I think the problem with this cataloging program is a matter of 
control of inventory. I think one of ‘the greatest benefits of r 
cataloging program is a matter of control of inventories and that j 
will eliminate duplication in inventory. 


NEED FOR TRAINED SUPPLY PERSONNEL 


I want to comment on something else. This is my own personal 
opinion, and I have seen this many times when men, trained in sup- 
ply, were taken away from their supply duties because of a tour of 
duty arrangement. I realize that their promotions depend upon that. 
I think that is a fault of Congress. Congress hasn’t taken it into con- 
sideration. We are living in a different age today than we were in 
the early days when every soldier had to be trained in the over-all 
function of the military services. It is my personal opinion that the 
Army might do well to develop within these housekeeping functions 
specialists, giving them the benefit of continuity of service with every 
right of promotion that they get now, by virtue of tour of duty, and 
where you have to have specialists in these jobs, keep them there, 
rather than when you once get a man trained in a specialist’s job take 
him out and put him into something i in the way of a military nature. 

I think that is a field of improvement which the milits ary might well 
consider. 

Now, in conclusion, I want to say this: that this committee, as has 
been proven by its records, the Bonner subcommittee and the other 
subcommittees of the Committee on Executive Expenditures, now 
known as the Government Operations Committee, have not been 
interested in rushing into print or headlines; we have enough in- 
formation on this table to hit every headline in America if we 
wanted to tonight. We are not interested in sensational stuff; we 
are not critical of the Army, Navy, or Air Force from the standpoint 
of just being mean and critical. We think we are the best friends they 
have, because we want to protect them against criticism, against dema- 
gogues who get up and criticize a lot out of proportion about some 
items, like 14 different types of bakers’ caps, or 12 different types of 
toilet paper. We are not looking for that type of public ity. We want 
to help, because we believe in the defense of the Nation, and we want 
to help because we think the military forces are our first line of de- 
fense, and are necessary. We are getting pressures from home, as 
Mr. Bonner told you, to cut down on appropriations for the military, 
and we can foresee an economy day coming when vital services will be 
cut unless we can sustain the supply operation as well as the military 
operation of which we are so proud. 


WHY MORE WAREHOUSES ? 


Mr. Bonner. I would like to have your views on two things: The 
Congress has just passed a large public works program; we are going 
to build some additional warehouses, and we have discussed a better 
utilization of existing warehouse space by the rapid turn-over of 
stocks. 

At this installation here, from your observation and what you have 


seen, do they need to build some additional warehouses ? 
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Mr. Pearson. I believe that the accomplishment of, say, only one- 
half the normal commercial! turnover of the things here stored which 
are commercial and semicommercial, would obviate the necessity for 
much of the construction done in the depot. There are, I think, two 
exceptions to that. The depot badly needs a noninflammable storage 
facility for inflammable things, and the other exception I would put 
in there is an industrial type of operation in their box shop. It is a 
producing operation. It produces things of value, and it is not sufli- 
ciently housed. 


INDUSTRY INSPECTION OF COFFEE 


Mr. Bonner. In these industrial enterprises of the services, in this 
coffee business, the services buy their coffee from a group of im- 
porters, and then they have the importers inspect the coffee to see if 
they get what they buy. 

If I sold as an importer on this invitation, I would not inspect. 

Mr. X and Mr. B would inspect what I sell, and if they get the con 
tract the next time, I inspect. What is your opinion of that kind of 
business operation ¢ 

Mr. Pearson. I do not believe that would be a commercially accept- 
able practice. 

Mr. Bonner. Not in business. 

Mr. Pearson. No, sir. 

Mr. Bonner. And as I understand it here, we have three inspection 
centers, I think, one at New York, New Orleans, and San Francisco. 
Now, it costs the armed services $112,000 for this inspection, per yea! 
at three places; they pay $0.08 a bag for the inspection of this coffee. 
Now, what would industry do in a similar case ? 

Mr. Pearson. I just don’t have knowledge enough of the facts—— 

Mr. Bonner. They could have three $10,000 a year men, which 
would be $30,000 a year 

Mr. Pearson. That is correct. 

Mr. Bonner. To test and take samples of coffee they buy. 

Mr. Pearson. That is a field in which I have never had any experi- 
ence at all. 

Mr. Bonner. I haven't either, but you are a businessman. 

Mr. Pearson. I am only guided by common sense; we are taught 
early in life that independent and thoroughly unbiased inspection is 
the only sound basis of auditing or inspection. 

Mr. Bonner. We are taking only one thing as an example, after all, 
and we find things like this all along our travels. 

Mrs. Harden, any questions / 

Mrs. Harper. Mr. Chairman, I should like to commend Mr. Pearson 
for his very fine statement, and also the informative statement of the 
officers and Mr. Ward. Mr. Pearson, in your opinion, how long do you 
think this test should continue ? 

Mr. Pearson. As a test we divided it into three sections. We have 
completed section I, which was the establishment of the basic records 
which have the complete simplicity of fully informative background 
material on cards set up indicating different symbols below in different 
places the status of the stocks. When pulled out this far [pointing], 
this represents an overstock involved, and requires attention here and 
there, and different places through the record; a little shorter, and it 
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represents low stock, and still shorter, need for immediate replenish- 
ment. 

That is ace ‘omplishe sd, and has been acc ‘Onlp lished for some time, 

The second phase, as we plan the test, was to operate by passing 
through the daily flow of requisitions as they come to the depot, and 
by doing that to accomplish in the procedural phases all of the things 
necessary to prove the test. An improved procedure could then be 
expanded. The third phase we are just barely entering into. The 
first two have been accomplished. The third phase deals with the 
basic philosophy of clearly defined responsibility for merchandising a 
line of merchandise, establishing standards of turn-over, effective con- 

trols through stock control, and otherwise use of open-end contracts; 
use of direct shipments from the manufacturer to the using agency, 
ond all those procedures we are just barely getting into. 

I would be surprised if we reach a cone lusive position in the third 
phase during the balance of this year, because it involves making con- 
tractual relationships with a great number of suppliers; it involves 
(raining a staff here, and doing the things that a merchandiser or a 
buyer does instinctively in a commercial situation. 

I would be pleased, indeed, if we had encouraging results by the end 
of this year at this one place. The task then of evaluating and in- 
terpreting the results will involve, as it must, some time. The task of 
expanding it from this depot to the other Quartermaster depots, and 
from the Quartermaster Service to the other six services of the Army is 
a staggering task, and will have to have the attention of my successor’s 
successor’s successor, some place down in the future. 

I think it is not so much the accomplishment of over-all coverage 
that should spur us in the effort as the fact that we are from day to 
day making progress, and that there may be ever-widening little rip- 
ples of understanding of a different approach to these things. 

It is from those that we get our encouragement. 


CARLOAD SHIPMENTS VERSUS LESS-THAN-CARLOAD SILLPMENTS 


Mrs. Harpen. What percentage of shipments from this depot are 
carload lots? 

Mr. Etmer Warp. I would have to get that information for you. On 
2 tonnage basis, the truck shipments versus the carload shipments run 
approximately 65 percent truck, and 35 percent carload. 

Mrs. Harpen. Thank you. 

That is all, Mr. Chairman. 

Mr. Houirtevp. Mrs. Harden brought up that point, and I think it 
is important: 

Are you availing yourself and your traffic management of Gea most 
economical method of shipment commensurate with the job to be 
performed ? 

Mr. Eimer Warp. Yes, sir. We take full advantage of in-transit 
storage facilities of moving supplies to the East, or through either one 
of the ports of embarkation, the in-transit—— 

Mr. Houirtetp. It so happens that traffic management is also a part 
of the interest of this subcommittee, and it is a subject that has tre- 
mendous possibilities of savings as the Government is spending over 
a billion dollars a year in transportation costs, and this subcommittee 
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has not been able to get to that phase of it, but it will, we hope, in the 
near future. 

Mr. Pearson. The traffic management starts at the date of the imi 
tial procurement action. 

Mr. Houirietp. That’s right. 

Mr. Pearson. And everything subsequent to that is more or less 
developed depending on the soundness or unsoundness of the 

Mr. Houirtevp. This new phase of shipping document from the sup- 
plier is one facet which can save the Government millions of dollars 
in transrails shipments. 

Mr. Pearson. In our business we save millions, and it was somewhat 
different to the Army procedure. 

Mr. Howrey. We had cases in our own business, I happen to be 
in the industrial district of Los Angeles where the Navy is sending 
their supplies back to Philadelphia and then it is shipped to the big 
Navy storage depots, and some of it is being shipped back out to San 
Francisco and Los Angeles and San Diego for utilization, and I know 
that to be a fact. 

If we handled this from the point of procurement, and from there 
on, a Savings—a great savings—could be made. 

Mr. Pearson. I think it would be wrong, although I hesitate to say 
so, I think it would be wrong to convey the impression that we are 
doing here a truly smart job of traffic management. There are areas 
of divided responsibility 

Mr. Houirrevp. That’s right. 

Mr. Pearson. There are areas of divided responsibility within the 
Army. The Transportation Corps has a different technique, but much 
yet can be done to improve performance. 

Mr. Hotirrep. Mr. Kennedy has just mentioned to me a moment 
ago, General Feldman, that you are possibly the first man who spent 
your whole career in the Quartermaster Corps without other tours of 
duty. 

General FretpMAN. Well, that is not exactly right. I must admit 
before all of these quartermasters that I was basically a Field Artil- 
lery man; I hope they will forgive me for that. 

Mr. Horirrevp. But most of your career has been spent with the 
(Juartermaster; has it not / 

General FetpMan. Yes, sir. 

Mr. Hourrtetp. And it was that point that I had in mind when I said 
specialists should be developed particularly in the housekeeping 
branches of the services, and their schooling and knowledge through 
the years utilized, rather than having them continuously interrupted 
by tours of duty in other fields of endeavor. 

General FetpMan. I think in all respective levels there is concur- 
rence in that view. 

Mr. Hoirterp. I know what you are up against, in the way of prece- 
dence to overcome that tour of duty system. i 

Mrs. Harpen. We have discussed what percentage of outgoing 
shipments are carload shipments. 

What would you say is the percentage of incoming shipments in 
carload lots? 

Mr. Pearson. Elmer, I will have to ask you to reply 


25062—53——-40 
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Mr. Eimer Warp. I would say the percentage of incoming ship 
ments would be just our reverse of those going out; about 65 percent 
inbound carloads, 35 percent outbound. 

Mrs. Harpen. Thank you. 

Mr. Bonner.'I don’t know whether it was Colonel Cook or Mr. 
Davison who spoke about the efficiency of the men out in the warehouse 
who are civil service employees. 

Someone spoke about it; did you, Mr. WwW ard? Did you speak about 
that? 

Mr. E_mer Warp. Yes, sir. 


USE OF CIVIL SERVICE PERSON NEL 


Mr. Bonner. No question was asked about that, but you made some 
statement that the Civil Service assigned you people who were desig 
nated as qualified personnel who couldn’t perform the duty; didn’t 
you say that ¢ 

Mr. Eimer Warp. In our discussion here with regard to the stand- 
ards program I said one of the products of the sts randards program 
points out the ability of supervisors to do their jobs, and if an em- 
ployee is referred to us from the civil service register you have your 

card—your standards program and a means to evaluate his efficiency ; 
to live up to your performance. 

Mr. Bonner. When he is assigned to you, and he cannot carry on in 
accordance with your standards, do you have much trouble getting him 
relieved ? 

Mr. Eimer Warp. No, sir; we have all the facts to go into—— 


Mr. Bonner. So you are not having any trouble with these civil 
service personnel as to the quality of the personnel; is that right? 
Mr. Ermer Warp. No, sir; we are not. 


UNIFICATION OF SUPPLY OF COMMERCIAL ITEMS 


Mr. Rosack. I wonder if we could have the benefit of Mr. Pear- 
son’s observation and philosophy which he has expounded to the com 
mittee in relation to supply unification in the field of commercial 
items. 

In other words, is this thinking applying itself in such a way that 
it would facilitate the ultimate supply of this type of item from a 
single source, or by a single agency of the military establishment ? 

Mr. Pearson. There is nothing in our knowledge which would 
impede or retard the program in that direction. The burning need of 
a merchandiser is a knowledge of the requirements now existing and 
which will exist in subsequent periods. Only through that can he 
prepare to meet those requirements. If knowledge, then, of require- 
ments of the immediate and long-range future can be available to 
merchandisers in any one of the services, they can supply the other 
services, as effectively as they supply their own. Within a single or- 
ganization of command that knowledge flows more freely and more 
certainly than where different command channels become involved, es- 
pecially insofar as o ipitate changes in plans are concerned. 

A decision by the Navy to move a substantial portion of a base fleet 
for one reason or another from one place to a very, very remote place, 
if not conveyed to the supplier, say the Army, of things for that fleet, 
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will leave that supplier stranded with overstocks. Of course, the re- 
verse applies on that if a heavy burden not anticipated is placed upon 
the merchandiser. 

There are no difficulties in interservicing and cross-servicing sup- 
plies which cannot be overcome, in my opinion, by the accomplish- 
ment of fully informative data as to plans long enough in advance to 
permit the supplier to provide the things necessary to meet those 
demands, taking into consideration the lead time in procurement, 
manufacturing time, and transportation. 

Our experience in a general way is that we have better knowledge 
of what is going on within our own service than we have of what is 
going on in other services. 

Mr. Rozack. It seems to be implied at this point, Mr. Pearson, that 
that committee’s attention has been focused on possible economies of 
unification in the supply field. If you have to have miles of electrical 
accounting machines for one service, presumably you have to have 
miles for each of the other services, so that if it is simplified into one 
service, the application of those techniques across the board presum- 
ably would result in large economies, and that is a less tangible field 
that the committee has not given so much attention to, as it has to 
actual procurement and distribution of the supplies themselves. 


COMMON LANGUAGE NEEDED AS TO REQUIREMENTS 


Mr. Pearson. The main problem lies in the exchange of informa- 
tion as to requirements. If that is available to the procuring and 
distributive agency, the balance of the process can, I believe, be per- 
formed with advantage to the combined services. 


BUYING AGENCY CAN BECOME TOO LARGE 


I think there are individual exceptions, however. I think a buy 
ing agency can become so big as to become cumbersome, and become 
such a single large force, in a limited market of supply, as to lose 
rather than gain efficiency. 

Illustrative of that was the decision that shocked the merchandis- 
ing world a few years ago when Sears Roebuck passed beyond what 
then looked like a lot of money—sales of $1 billion a year “and began 
to decentralize their buying activities. 

Mr. Howirrevp. On the other hand, if the three services are com- 
peting in a limited market for the same item, let’s say blankets or yard- 
age textiles, whereby— 

Mr. Pearson. That is both bad and foolish. 

Mr. Houirietp. Then that, again, becomes an evil; does it not? 

Mr. Pearson. Yes, sir; and if there is not unification, there cer- 
tainly should be coordination on the closest level. 

Uncoordinated buying in this last way 

Mr. Howtrtevp. It is going to affect our economy very badly. 

Mr. Pearson. Yes, sir. 

Mr. Howirrecp. And particularly in view of the tremendous pur- 
chases that are being made by the Military Establishment. 

Mr. Pearson. Yes, sir. 

Mr. Warp. It would be necessary, at least, to get the requirements 
together; wouldn’t it, Mr. Pearson, and then see what is the best way 
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to procure them; whether centralize, decentralize, open- end contracts 
or what. 

Mr. Pearson. I think in the great majority of the instances of 
things we buy which are purchased through c ‘oordinated or centralized 
buying and distribution, it would be further advant: iweous to accom 
plish either een coordination or full centralization of those ac tions. 

Mr. Bonner. Mr. Kennedy, do you have a question 

Mr. Kennepy. I would like to ask General Tansey a question with 
respect to the validity of this test and operation, since there was a 
lag of 7 months, according to the presentation, in getting it under way. 

Was that due to the interim procurement of personnel, or was it 
due to the fact that the area was such that it would not lend itself 
readily, because of the Korean support being involved at that par 
ticular time? 


NEED FOR QUALIFIED PERSONNEL 


General Tansey. I am not sure, but the personnel might have been. 
We are up against one limitation: Mr. Pearson asked me today whom 
I am going to replace Davison with; he is leaving, and I don’t have 
aman who is qualified. 

We are — a very limited ceiling. I have a very good man out 
here, a civilian, carrying on the continuity of the work, but I could 
not name an office er I would put in Davison’s place today. 

I have just gotten 15 or 16 replacements, and I am not sure if I 
have one qualified to take his place. It concerns me very much. I 
might ask Major Davison: a you know what caused the delay ? 

Major Davison. Yes, sir; I think I ean help you. It was probably 
done very inadequately in ‘nity presentation. We are soldiers, and we 
have to assure ourselves that we are not going to interfere with the 
combat effectiveness. 

In this test, we are supplying troops in FECOM, and all the training 
activities within this area. We have to go slowly in a test of this 
nature, 

General Tansey. That isn’t answering the question. He stated 
there was an interval in which no officer reported out here. I can’t 
answer that. 

Major Davison. That is the answer, sir. We were working it up 
in Washington, and we were going through a series of procedures. 
We are working people, differentiated between the staff and super- 
visors; we were going over all the proc edures and, frankly, certain 
people in the Quarterm: ister would say, “What is going to happe non 
this thing, and what is going to happen to the eventual supply ? 

We would have to come up with an answer. 

Mr. Kennepy. Isn’t it a fact, Colonel, you cannot base the validity 
of a test on something that can have an escape hatch, say, the ade- 
quacy of supply support supplies, and so forth. In other words, the 
test of any supply system is whether that system can be carried out 
during war, or combat operations. 

This is only a very small area, and I am wondering how much effect 
that factor would have on the ultimate validity of the test in operation. 

Major Davison. In our opinion—I spoke for Colonel Cook and my 
self—we have put into this test and the procedures we have deve lope “l 
are something to implement Mr. Pearson’s philosophy before having 
a rigid mobilization expansion: that is always a consideration. 
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Mr. Kennepy. Have you felt that this operation has in any way 
hampered the Korean supply support ? 

Major Davison. No, sir. We started this test on a week end; we 
converted over from the existing system to the test on Sunday; we 
cleared up our backlog, and on Monday we were operating. So, from 
a workingman’s level, that is an indication of the test procedures, and 
that they are sound. 

And, so far as assuming a rigid workload, and mobilization, we are 
confident that the system that is being devised here could back up a 
mobilization program. 

Mr. Houtrietp. General Tansey, you spoke of Major Davison leav- 
ing; how long has he been on this operation ? 

General Tansey. He has been here from the start. 

Mr. Houirtetp. How many months is that? 

General Tansey. About 5 or 6 months. 


MANCHU LAW 


Major Davison. Maybe I can explain. I spent 5 years in the De- 
partment of the Army, and under the “Manchu” Act, I must leave. 

Mr. Houirmevp. You have been engaged in supply work here; haven’t 
you# 

Major Davison. I have been engaged in my entire career in supply 
work, and I am going down to the Medical Field Service School. My 
basic branch is Medical Service Corps. 

Mr. Houirtetp. And you will continue in supply ? 

Major Davison. No, sir; I will go back and learn the fundamentals 
of soldiering again. I think my first exercise is a test in map reading. 

Mr. Horirietp. You have about 5 years’ experience in supply. 

Major Davison. Fourteen years. 

Mr. Houirretp. And now you are going into combat training? 

Major Davison. Not so much the “Medical Department as combat 
training. 

Mr. Hotirtexp. Field training. 

Major Davison. Yes, sir. My first exercise there is a test in map 
reading, which is disturbing me, as I have forgotten it. 

Mr. Hourrrerp. What value to you is this new tour of duty going 
to be to your 14-year service in supplies ? 

Major Davison. All of my schooling—my branch schooling, my 
experience—— 

Mr. Houtrretp. But in a different field. 

Major Davison. No, sir; in a related field. During the war I was 
a provisional commanding officer of a very small depot. Maybe as 
I go up a little I might take over a Roper such as Colonel Skinner has. 
I cannot accept that depot unless I know some of the ramifications, 
and so forth, as to what are the requirements of the division. 

Mr. Horirretp. General Tansey, you expressed some doubt at being 
able to bring a man into this test to replace Major Davison. 

General Tansey. We will get one, but I couldn’t name him right 
off the bat. 

Mr. Houtrre.p. Will he come from the infantry, or will he be a man 
with supply experience to continue this test? 
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General Tansey. He will be a man with supply experience—qua1 
termaster officer, probably, or a medical supply officer; they are both 
very good, 

Mr. Kennepy. I would like to ask this question : 

What do you think of the advisability of assignment of personne 
to a test, as demonstrated just a moment ago, and which again we 
experienced in the Alameda medical test, where they replace the test 
personnel during the period of the test, so that you then render the 
take-over most difficult for a successor and certainly don’t aid the 
testing operation ? 

General Tansey. It is very bad to have to do that. I think T hav: 
lost probably, roughly, 20 oflicers in the last 6 months. 

Major Davison was sent out here because he had been in head 
quarters a little longer than the rest, and he had the background and 
experience. 

We felt he could handle the job because he had, I think, analyzed 
the Pearson report which was made; that is, keeping it up to date, 
and the implementation. 

Major Davison was more familiar with this than any other office 
in our office, and had been working, I think, probably a year or so o1 
this work with Mr. Pearson. 

That was the main reason that he was sent out here. 

Mr. Kennepy. Don’t you believe that at departmental level policy 
consideration should be explored with respect to these tests so that the 
personnel assigned to them at the beginning will conclude them and, 
therefore, any evaluation will be that much more sound ? 

General Tansey. Well, here is the point on that: An officer not 
mally serves 3 years, and we normally don’t send a man on a test like 
this when he first arrives; he is not worth much on the general staff 
until he has had a year’s experience, or a year and a half. 

Now, Major Davison has been working on this particular work with 
Mr. Pearson for about a year or more. 

Mr. Pearson. Almost 2 years. 

At the time Secretary Pace invited me to come in for him in this 
capacity there was assembled for me a small staff of men, and we 
visited some 80 of the Army installations in a very careful examina 
tion of this area, as background material, before Congress. 

Major Davison was one of those men assigned to that staff. He is 
a medical supply officer, and an excellent one. His loss to this test 
is a serious loss, and one which I regret very much. 

The ‘re are two things bearing upon it, however; one, the “Manchu” 
law,® which says he can no longer serve on the general staff, which has 
many sound bases. Without that, Major Davison’s advancement 
within his own service is retarded, and his future now is largely 
dependent upon his broadening his experience. He has the ambi- 
tion that is natural to all of us, and he would like to run his own 
depot like this some day, and to do so must broaden his experience, 


®* The Manchu law, 64 stat. 265, sec. 201(d) reads as follows: 

““A commissioned officer of the Army now or hereafter detailed or assigned to duty in 
the Department of the Army shall serve for a tour of duty not to exceed four years, 
except that such tour of duty may be extended beyond four years upon a special finding 
by the Secretary of the Army that the extension is necessary in the public interest 
Upon relief from such duty no such officer shall again be detailed or assigned within 
two years to duty in the Department of the Army except upon a like finding by the 
Secretary of the Army. This subsection shall not take effect until one year after the en 
actment of this Act, and shall be inapplicable in time of war or national emergency 
hereafter declared by the Congress.” 
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in order to place himself in a position to obtain his own command. 

In the long run, as I have observed it from the outside looking in, 
the practice is generally sound. It does create a great number of 
serious inconveniences and individual losses in the accomplishment 
of a greater over-all objective. 

Colonel Skinner here is a product of the “Manchu” establishment ; 
all of his experiences in his military career in one way or the other 
prepared him for the time when he would, as he just did 2 months ago. 
ti ake command of this depot, which is one of the Nation’s largest and 
busiest operat ions. 

Mr. Hourrtevp. I certainly think a general experience is necessary 
in the administration field. There is no doubt about that. At the 
same time, we have found it necessary in business to develop spe- 
cialists; to reward them as they developed in knowledge and seniority 
and Pemnennar, to accomplish their specialized work, and I realize 
your tour of duty, or “Manchu” program, will make depot tiielindare 

nd other over- all cideiniate ators, but every soldier can’t be a depot 
comenaniien or a general. 

Mr. Pearson. That is correct. 

Mr. Hontrre.p. Certainly it seems to me that there would be some 
type of modification of the “Manchu” law to the point where excep- 
tions could be made for at least conclusion of specified assignments 
without damage to the individual. 

Mr. Pearson. The expiration is 3 years. I flounced around and got 
Major Davison extended because of his excellent service for some time, 
and then additionally for another time, and additionally for anothe: 
time, and the clock has run out. 

Mr. Howirtetp. I see. 

Mr. Pearson. It would not be legal for the Army to retain him 
on the general staff beyond next week. 

Mr. Ropacx. May the record show that Mr. Abersfeller, who is in 
this room, appeared before the subcommittee when we visited the 
Giessen depot in Germany, and I wonder whether, from the stand 
point of his supply experience, with the quartermaster overseas, he 
might have some observation on the test that the subcommittee is 
interested in. 

Mr. ApersFELLER. My only observation is that I think that the 
supply system can be improved. There is nothing that exists today 
that cannot be improved. 

The supply system itself is broad, and there are many details 
involved. 

I think, for that reason as well as for the other reasons that have 
been presented progress may seem slow, but to arrive or to preclude 
arriving at erroneous cone lusions I think it is necessary that all fac- 
tors be. properly considered in the establishment or the review of 
any system. 

I think Mr. Pearson and Colonel Cook and Major Davison and 
others who have worked so hard on this have some very, very fine 
points. Yet, by the same token, as we move along we will find certain 
things which up to this point have not been considered, and may pre- 
clude the final implementation of some particular recommendation. 

I very anxiously await the outcome of this test, because, as I say, 
I think generally speaking it will result in some very fine improve- 
ments in the supply service. 
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Mr. Bonner. If there are no further questions, that will adjourn 
the hearing. 

I want to thank you gentlemen, all of you, for your splendid co- 
operation with us here this morning. 

(Whereupon, the subcommittee was adjourned.) 

(Ogden exhibit 1 follows:) 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


Ogden Readies 
Welcome 
To Junketers 


OGDEN (Special)—Prominent 
state and national figures will} 
join members of Ogden Cham 
ber of Commerce Military end 
Naval Affairs Committee 
Wednesday night in honoring 15 
members of the Bonner Con-|| 
gressional Committee and party 
coming to inspect operations at 
local military establishments. 

The dinner party will be given 
at the summer home of George 
S. Eccles in Ogden Canyon, be- 
ginning at 5 p.m., according to 
Fred A. Kuhlmann, chairman of 
the chamber committee. 

It is being arranged as an ex- 
pression of appreciation of local 
businessmen and citizens of the 
Ogden area for what the four 
large defense plants near Ogden | 
mean locally. 

The annual pay rolls, new con- 
struction and other expenditures 
of federal funds for the four local 
military depots constitute the 
largest source of revenue in the 
area, it was pointed out. 

Chamber sources said the eon- 
gressional committee probably 
will be in the Ogden area 
Wednesday and Thursday, visit- 
ing Utah General Depot, an 
Army installation in Ogden, and | 
Clearfield Naval Supply Depot. 
Purpose of the visit was not dis- 
closed. 

In addition to members of the 
chamber of commerce and other 
prominent cilizens, Gov. J 
Bracken Lee and Utah's congres- 
sional delegation have been in- 
vited to attend the dinner. 

Members of the congressional 
committee coming in the party 
were given as: 

Reps. ll. C. Bonner (., N. C.), 
chairman; C. M. Hardin (D, 
Ind.); C. |. Brownson, (D., Ind.); 
Thomas B. Curtis (., Mo); C.| 
Holifield (D., Cal), and G. H,/ 
Neader (D., Mich.). 








OapeNn Exuieir 1 


‘Watchdogs’ 
Due Today 
At Depots 


| Acongressional “watchdog” com- 
mittee was scheduled to arrive 
bere this afternoon to begin an 
|inspection of Utah general depot 
and the big naval base at Clear. 
fieid. 

The group, headed by Rep. Her- 
jbert C. Bonner (D-N. C.), will 
| Spend most of its time at the Utah 
| Seneral depot. 

Directing the inspection is Har 
old Pearson, deputy assistant sec- 
retary of the army. He arrived in 
Salt Lake City last night from 
Washington. 

Pearson said the committee is 
particularly interested in account- 
jing and bookkeeping methods at 
the Ogden depot 

“The system being employed at 
Ogden is new in the army,” he 
| said “Heretofore the same book- 

keeping was required for a box 
of paper clips as for a tank 

“We're trying to cut expenss 
all we can and still run efficiently. 
We've found lots of little ways to 
save time and tfouble, and even- 
tually money.” 

Rep. Bonner heads the “watch- 
dog” subcommittee of the house 
expenditures committee. He said 
its investigations in the past have 
saved hundreds of millions of dol 
lars by streamlining methods of 
buying items used by the three 
services. 

Besides Bonner, members of the 
committee are Reps. Charles B. 
Brownson (R-Ind.), Thomas B 
Curtis (R..Mo.) and Mrs. Cecil M. 
Harden (R.-Ind.) 





Army Depot Waits! 
Congress Group 


The Bonner congressional com- 
mittee, making inspections at 
military establishments with an 
eye to saving mohey in govern 
ment spending, was scheduled to 
arrive Wednesday afternoon at 
Ogden Municipal Airport. 

The committee was to go to 
Utah General Depot at Ogden to} 
inspect accounting and bookkeep- 
ing methods employed there, said 
Havold Pearson, deputy assistant 


jsecretary of the Army for re 
search and material, Mr: Pear. 


| 
json in Salt Lake City 
Tuesday night 


| 
arrived 


“We are trying 
| pense 


said 


to reduce ex-} 
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Mr. P “The system 
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of paper clips as for a tank.” 
e is headed by 





Rep. Herbert C. Bonner (D., N. 
C.), Members of the committee 
will be honored at a luncheon 
Thursday noon in Ogden 


| 
} 
} 


| 


Congressmen 
To Inspect 
Ogden Base 


WASHINGTON (AP) — Investt 
gating co leave tomor- 
row for a two-week inspection of 
four main U. S. military centers to 
study ways to buy supplies for the 
s more cheaply. 

The group will visit military In- 
stallations at Dayton, Ohio; St 
Lou Mo; Alameda, Calif, and 
Ogden, Ula 


Igressmen 


armed servic 


heads the 
subcommittee of the 
house expenditures committee. He 
Isays its investigations in the past 
jtwo years have saved hundreds of 
millions of dollars by stream-lin 
ing methods of buying ms used 
commonly by all three services 

Other members of the inspecting 
group probably will include Reps 
Harden and Brownson, Republi 
cans of Indiana, and Thomas B 
Curtis (R-Mo.), W Reps. Shelley 
and Holifield, California Demo 
crats, joining them in Alameda 

The group will spend Monday 
and Tuesday at the air materiel 
command base in Wright field, at 
Dayton, then visit the army medi 
cal depot in St. Louis Wednesday 
To Be Here Aug. 27 and 28 

It will fly to California to inspect 
the army medical center at Ala 
meda then leave the bay area Aug 
26 for Ogden, where the men will 
inspect a quartermaster depot Aug 
27 and 28. 

Members said they are particu 
larly interested in plans to cut! 
costs by a more rapid turnover of 
common items, which the Utah base | 
is trying. 


[Bonner Group 
Welcomed | 


In Ogden Area 
OGDEN (Special)—State, coun 
ty and city officials joined with} 
ranking officers of military in 
| stallations of the Ogden areal 
Wednesday aflernoon in wel-| 
coming members of the Bonner| 
|(Watchdog) Commiiice of Coa 
| ere 

| The committee, headed by Rep 
|Herbert C. £ er, (D, N.C) 
larrived by military transport 
Airport 


it was 


ss to Ogden 


about | 
met by 
fing « rs or the 
Utah General) 


Air} 


jplane at Ogden 
3:30 p 
commas 
representatives ol 
Depot, Ogden Arsene ill 
Force Base and Ck 
Supply Depot | 
In the were 
Brig. Gen. A . in) 
[Aic Force B ' ng of-} 
ficer; Near Gillilan, | 
jcommanding le arfield | 
al Supply or, Cot tL. b 
ing officer 
and 1.4 Col 
Haynie, ¢ ofticer 
enting Col Hot, Need 
ham, Commanding vlticer, Ogden 
Arsenal 
With Ogden Police Chief M. J.) 
Schooff heading the police] 
escurt provided fur the group, | 
they were taken to the Ben) 
Lomond iletel, where shows 
| 


whe 


rinld Naval 


welc ¥ paily 


val Depot 
AG 


veculive 





freshened up and then were 
taken to the S. Eccles! 


Hsummer home ten Canvon| 


George 
m Oe 


6: 


at & 


DF 


2 
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To: 
ARMY REQUISITION 
Da Form A46-2, | man S2 (TEST) 


* autmoe it, ROTEL 


Items required for replenishment this station 
Stock levels established in accordance with TM 58-400 TM 38-408 


“TaPPROV ING OFFICER (Type Nome, Grade. Title 








Gamp Carson, Cole. 


i. 
Gard, index, filing, white, plein 
5° x 5° 














Gard, index, filing, white, plain, 
8” x 6° 











4. 3-0-4908 


Gerd, guide, blank, plein tabs, buff 
1/6 cut, 6” x 6” 











s-0-7 "6 -010-45se-e2 
Card, guide, pressed-board, gray, blank, EF a art | 
self-tabs, 1/5 out, «/o lower projec- |: | 

+ 


tion, 9)” x i1 3/4” 


ex] orm core_jonst re 5 aia - 
Se —— 
— a __|"CB-6Yb-4s868-s2 
Card, guide, pressed-beard, gray, blank, |; = 
eelf-tabs, 1/6 cut, v/e lower projec- |: 
tion, 9%" = 14 7/e* 











DA, %.,445-2 «sn 
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ARMY REQUISITION 
ba Foun 46-2, | ma 62 (TEST) 


84515 auTMOe ITY, WOTES 


Items required for replenishment this station 
Stock levels established in accordance with TH 58-400 TM 56-405 





CEO’ IF ThA? THE QUABTITIES REQUISITIONED WEREI® PLUS Tuk QUa TITIES [aPPeOwluG OFF ICL® (Type Meme. Grade. Fille ond Sign) 


PL QUISITIONING OFFICER (Type Meme. Grode and Sign) 





Soe ra Testu TONS 





s 
Tota PwIce 





Card, index, filing, white, plain, 


Card, guide, blank, plain tabs, buff 
is out, 3" x 5° 


ne neal #0s, wt wt. | rote wt aa Tota come jueit ora 
ao BA 





Card, guide, blank, plain tabs, buff 
1/6 cut, 5" x 8" 


6. | 65-0-769% 


Card, guide, pressed-board, cray, blank, | 
self-tabs, 1/5 cut, w/o lower projec- 
tion, 95" x 11 35/4" 





REQUISITION MO 


Card, guide, pressed-board, gray, blank, 
self-tabs, 1/5 cut, w/o lower projec~ 
tion, 93" x 14 7/8" 














DA 
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ARMY REQUISITION 
OA FORM 445, | MAR S2 (TEST) 













6a aut HOw 


Items required for replenishment this station 
Stock levels established in accordance with TM 58-400- 


an USA, " Prog sorty Officer 


05-010-4356-52 
Transportation Officer 1 May 62 
Camp Carson, Colo, ae 









Quartermaster 


T —_ °° «oA eee ar 
1.) 53-C-9091 EA | 


| 
Card, index, filing, white, plein , O5=010-4556-52 _ 
3° ¢ 6" ayeartareestar Property Officer | = so | 
Camp Carson, Colo. f 4 
if (2-520) 




















| | | | 
| s is | 
_pucs.pver peasjenc. wos. juwit wt [rota wt. ows come] rorac cunt | us eek al Lrocation 


—2. 1 §3-C-9093 EA | 05-010-4356~-52 oto | 









Card, index, fili white, plain, ae | 
6"xe" ual | Quartermaster Property Officer | 250 | 


Camp Carson, Colo I | 
(2-520) | t 





‘ 5 


3. 


Card, guide, blank, plain tabs, buff 
1/5 cut 3" x 5" | Quartermaster Property Officer 
Camp Carson, Colo. 
(2-520) 






le 


| | | | | s ls 













4, — ae 

- J -— 05-010-4856-52 _ 

Card, guide, blank, plain tabs, buff : 

1/5 cut, 5" x 6" » Quartermaster Property Officer | 

Camp Carson, Colo. 
(2-520) 



















| 





ne er -EA_| 05-010=4356-52 

Card, guide, pressed-board, gray, blank, ek = ee SiiTomo | goat] net Toe 
self=tabs, 1/5 cut, w/o lower projec | Quartermaster Property Officer 50 
tion, 9)" x 11 5/4" Camp Carson, Colo, a 





* (2-520) 









6. | 53-C-7896 


010-4356-52 







a 








Card, guide, ressed- board 
seif=tabs, {5 cut, w/o 1 EES pesteee Quartermaster Property Officer 
tion, 93" x 14 7/8 " Cainp Ciison, Colo 

* (2-520) 











a= 
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ARMY REQUISITION - 
CONTINUATION SHEET 


REQUISITION BO 


065-010-4556 -52 





6 | 


SH iPMED 


° a "0 
WEQUISI TIONED quastity | action 





mit PRICE 


REQUISITION WO 


06 -010-4356-52 





Envelope, mailing, common type, side 
sue Kraft, blenk, gummed, 64” x 








Envelope, mailing, common type, side 
= Kraft, blank, gummed, 33” z 
1 


REQUISITION BO 


05-010-4356-52 


; ReQuisitiomD | QuasTiTr acTiow 
12 
s SHPO 
| 


. 
t 
t 
s 





RECEIVED 
s 
ym iT PRICE TOTAL PRICE 


““0b-id-4386-82 











REQUISITION WO 


068-010-4356 -52 
Envelopes, mailing, common type, side : Fos Tome | QUANTITY 
yea Kraft, printed, cummed, 


@tce veo 
Bid TY Ps La Lo _ ut i! i¢ iC 


DA &., 445-3 cmsst) 
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RMY REQUISITION - 
CONTINUATION SHEET 
os Foun 446-8 | man S2 (TEST) ~ 





» mailing, common type, side 
jo Printed, gummed, 
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ARMY REQUISITION - RE ywrsaT ion #0 


CONTINUATION SHEET > 
Os FORM 445-1, | MAR 52 (TEST) bl 


53~C-12430 


‘amp Carson 
Comp Carson, Colorado 


REQUISITION 80 


05-010-4356-52 
6 Quartermasetet 
* Camp Carson 
< Camp Carson, Colorado 
s 
TeouisiT 1o8 #0 


05-010-4356-52 — 


; Camp Carson 
¢ Camp Carson, Colorado 


‘ 
Tota, PRict 


— om ethan 
~ Patou srt vento 


Envelope, mailing, common tyre, side 18 
— Kraft, blank, gummed, 64” x Lawede “4 


REQUISITION BO 


05-010-4356-52 
Bnvelope, mailing, common type, side 
opening, Kraft, blank, gummed, 82” x 


113" 





TOTAL PRICE 


MEQUISITION 0. 


06 -010-45356-52 


Camp Carson 
Camp Carson, Colorade 


Tovar PRICE 


REQUISITIO® 80. 
05=-010-4356-62 

¢ Quartermaseter 

$ Camp Carson 

} Camp Carson, Colorado 





PEQUISITION HO. 
05-010-4356-52 . 
<quartermaseter 
Camp Carson 
Camp Carson, Coloraée 


D 












632 


i 


ARMY SHIPPING DOCUMENT [°° '°"°" — quanrcamaster surmy orricie 





UTAN GONERAL DEPOT 


s OLDEN, UTAH 


6666 


ale “Tha F . Dy 
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ae ee 


= . TRamyrortarid ‘ 


05-0104550<82 1 April 52 


Camp Carson, Colo. 





t 
Transportation Officer 1 Moy 62 | 
| 


Quartermaster 


2.—! 3-0-0088 Lae 0520104556052 
Card, index, filing, white, plain | Quarterinaster Property Officer| 
6" x 6" }: Cain Carson, ot 


(2.-52t 








rs fm be we bee Jone fou oo jes alti hh 
|; 
j 


| \* 5 
‘ mL PKG mitw Tota wt 5 ye} TOTan cunt | unit a 
ee Oe sf 













= 
i 
ra 


Ows Gael 
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ARMY SHIPPING DOCUMENT 
DA FORM ¥50-5C=1, 1 MAR 52 (TEST) 


CAR peiTiAd av WO. 


$$ — 
PACKAGES SHOWN im *TOTAL PAGS.” WERE PECEIVEO 14 APPARENT GOOL 
(except as noted on the reverse side hereet) 


GWATURE OF INCHECKER 


Pati an sition | inansPoutat von acto 
05 -010- ~4356-52 1 Apr {1 _62- 


A yuIRed Dale 
Transportation Officer 1 ‘May 62 
Camp Carson, Colo. 7 


* Foe 


ee neEee 

t SST a ee eee ee ee re ee Shusilila he . asc 
is) 63-0-9002 Lea 05-010+4366-52 6 6 6 + 
Card, index, filing, white, plain lQuartermaster Property Officar |**'#!T1 


3 in * Camp Cars * Colo, . _50 seo ei 
(2520) 23 


tas. -010-4356-52 __ 6 b666 
Cara, guide, blank, plain tabs, buff — |; Quarlermasler Prop (Ce Ge 
1/6 out, 3” x 6" ' Camp Ca son, Colo, 


- 9-006 4900 


5° \-4/ 


ers rasa e_benee_ fen — base on 

‘ = SAAN 1 

fi, | bS-0-7894 BA _ 95.010-4366-52 

Curd, guide, pressed-boara, gray, blank, 
welf-teba, 1/6 out, w/o lower projeo- 
tion, 9\" xl 3/4" 


A NAD PAGAN) RD RRR np { 


e Quartermaster Property Officer [re 
Camp Carson, Colo. 
(2-520) 


‘ 
5 
a 
‘ 
C 


25062—53 41 
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ONSIGHOR'S WOuULmER NO. 





ARMY SHIPPING DOCUMENT 


a . 1 MAR $2 (TEST) 






Pa 


r Gl lea] ( en poe ” — " . wi 













TOTas CUBE PACKAGES SHOWH IM "TOTAL PKGS.* WERE RECEIVED IN APPARENT GOO00 Con 
(recep? aa oeted on the reverse side herealy 
_ ——! EE ——— 

a au WANE Dall oe "0 coo OF IWCntcrEA 
QUuANTIT) 4OWN IN *RECEIVED" SPACE (S) wERE RECEIVED IN APPARENT G 
ale a vOUCHER W cere OF SIONFRrERLa 

el = So near Oe ET a we 
an oF ® oT) * Tatiow - 
P2EeWEO 

~010-4 366-62 1 April 62 

————— - - — — 

bLyurmtO batt PEC UAL RSI RUC T 10m 


ensportation, OfMoer 


1 May 62 
mp Carson, Colo. Srey 





inrtermnaster 



















et Lb-E~1764 06-010-1356-52 








Envelope, mailing, commen type, cife Quartermaster Property Officer) ©!" 
on ning, Kraft, blank, gummed, 6;"x 5 Camp Carson, Colo, aoe 
On" ; (2-520) 

t 
. @ictivee 
‘: ‘ 
TOTAL wi. junit cunelyorm cuse 1 Hover Paice : 
(XA RASA SESSS! vote ios ah “Tht ‘ 7 AVTNTS sn} 







O6-010-4566-62 _ 


o Quartermaster Property Officer 
Cap Carson, Colo, 
(2520) 


| | ‘ 
ait wt form wi. a Cube mit rece fora PRICE 


RLQUISiTjuMO 


Envelope, mailing, common type, side 
as 


opening, Kraft, blank, gummed, 
10" x 16" 






smrPlo 





wecE YEO 












<4 er oe: a 
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PURCHASE REQUEST AND COMMITMENT FORM 
OA FORM 14-115, ¢ MAR S2 (TEST) 


T 1S EG, S700 THAT THe SUPPLIES AND SEOVTCES CouMt rare 


Tr 


DOROTHY GRAY, Major, QM 
Ass't to Chief, Stock Control Divn.|) 


CORTIFY Teal Tre SUPPLIES a0 SERVICES & 


TYPED wawt AWD GRADE OF Su 


TED GELOp AME PROPERLT CHARGE ARLE | 
SurriCitet 10 COwWER Tet COST THtetor ae0 fF unos 


HAVE BLEW Comm) TT 
TPPROPRIAT OW SYMBOL ALLOTMEnT S . 


TvPEO wane AnD GRADE OF F 





0501094506053 


Trens tion Officer 2 8 62 
Sans ame thee [Prt 


ween (08 
Quartermaster 
11 | 53-P-8100-100 


PAPER, Carbon 8} x 10 Black 
* Quartermaster Propert. 


! Officer, Cemp Carson 
* Coloe (2-520) 
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PURCHASE REQUEST AND COMMITMENT FORM 
OA FORM 14-115, | MAR 52 (TEST) 







Wor Fiscal Officer: 


Utah General Depot 
Ogden, Uteh See below 


PURCHASED GY (Bete) 






















S REQUESTED THAT THE SUPPLIES AWD SERVICES CmuMeRaTCO BEL Ow, OF Im ATTACH ', 8 

mm CTC*dSCOTW DD EMAL OF SUPPLY OFFERS | | en 
) CERTIFY THat Tek SUPPLIES A890 SEMVICES LISTED BELOW AOE RROPERL! Cranctanit Tel FOC COws mG ALLOTMENTS, THE AVG: LABLE BALASCES OF wHicH a0t 
urr tart to Cove TwE COST Twtetor S80 FUBDS HAVE BLED COmmITTLO 

promormisiiow syweo.  [alolMiel Sihiat SCS [" ae 08) . On 80 amount 
ae _ TYPEO wae AwO GRADE OF Fiscal OfFicER ——<«€« 

wie TO 

See below 

fiy Tion mC 7 

2 me . — ee ee Rty 1 Oat - 1 a, reste — ~ 
Seem ew tay 58 _ 

Pemp Carson, Caio, 

mane FoR mo acct. 

ee ee a 





Sitios ¥O 










9 | 68-0=15600 


05-010-4366-52 
Crayon, lumbermans, 43", blk 


Quartermaster Proper 
Officer, Camp Carson 
Colo. (2-520) 












1030 


, 












PL PRGSL PNG. 80" TOTAL PRICE LOCAT 108 - 
Sa ras ae us as" SSS ee SS ae ee es eee 


Items ehown below have been authorised for looal purohase and funds haye been made 
Available to the Fieoal Officer, your station, as followss 
A. By subdallotment under project number 
B. By Obligation Authority Advice No, 
QO. Items not considered a Qi fund responsibility. 











er 





Sih ba ner penn in inna tnanone 








FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


NOTICE OF NOW-AVAILABILITY 


OA FORM 449-7, 1 MAR 52 (TEST 
ae 


THE IT-MS FROM YOUR Ri 


REASOUS INDICATED RY TM 
BI NISKD OF FURTHER 
ON 3HORTAGK REPORT. 


ae 
7 i 


OG-Ol0-4500082 


Transportation Officer 
Comp Carson, Colo. 


I os ivcxbcadeseseumeineitios 





DUE 


OUT ESTABLISHED Quantermas asian re “Onricen 
DA FORM 449-2, 1 MAR 52 (TEST) en ar 


te ~ e a se ee Ra 


Card, inden, filing, white, plain 
6" 





SHORTAGE REPORT 
DA FORM 44-3, 1 MAR 52 


Be J 63007896 


Card guide, prescededoerd, pray, blanks |. y).ytonwiter P 
pelf-tabo, 1fs outs w/e lover projece |: 


tion, 0," x 14 7 





QUIS 


SUPPLY A 





FROM: GuagTeRMasten SUPPLY OFPICER on 
UTAH Ofratal OLOT 
TEST) OGOEN, UTAH 


637 


CONS TUMOR GUAHITe sastea 
uv 


TTION L 


ITING < 


STION “LTH 


OT BEEN SHIPPED 


IVMEDIATELY FOR 
YOU WILL 
OUT OR 





LUMN. 


N DUP 

















66052 _ 
r atteduauter Pronerty Officer 


; Cait ( 1, Colo. 








|_._260. 


ce, wom 
Bees ory STCR QebmaAl 


Wa 


vid 2s, 0. ¢. 


7 J jist ees 
dL | D$=01094850088 
yerty Oliicer |* 
Camp Latson, Cold. 
(2-520) 





| 
| 
| 


fe 












OTICE OF DISAPPROVAL 


A FORM 449-6, 1 MAR 52 
TEST) 







nedium 


EXTRACT 
OA FORM 4u%-4, 1 MAR 52 
(Test) 


Ogden, 
§3-C-15295 


Crayon, chalk, assorted 





FROM@uarteemasten suprty Orficem 
UIAn GENERAR QEPOT } 
OCDLN, UIA | 


Ut th Veteral Depot 


NUMBER 


[f0:qi Property Officer ru 
Camp Carson, Colo. 













a + 05-010-4356-52 


sQuartermaster Property | 
|\Officer, Camp Carson | 
*Coloe (2-520) 





|"0; QM Property Officer |" 
Camp Carson, Colo. 





Utah 


LDOZ | os-oloesssces2 


» Quartermaster Property, 
s Officer, Camp Carson 


« Colo, (2-520) 
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QUARTERMASTER SUPPLY OFFicta OWS IGNOR'S VOUCHER WO. TSHEET 
UTAM GENERAL DEPOT 


DATE OF REQUISITION TeamsPORTaTiOm accolmeat SrmGoc 


Ape Be 
Transportation Officer 
Gamp Carson, Colo. 


_Quarternas tor 


a 


So! B8e0-4908 rs 
Caré, muide, bien, plain tabo, tuff SQuartermaster Property Officer 
ifs out, 6" x 6" @ Camp Carson, Colo, 
(2520 








: - WumpeR ev sweet 
XTRACT ROW: QUaRTERMASTER SUPPLY OFF GUARTRRMASTER SUPPLY OFrices 
ba at . 1 MAR 52 UTAH GEMERAL DEPOT BAN ANTOMIO GENERAL DEPOT 
“Westy QGOEN, UTAN SAM ANTONIO, TExas 
a — A a 
juieitiow BO. DATE OF MEQUISiTiow | tRamsPoRTarion aliofmal smOQU 
ae 1 April 52 

onion a 


SPECIAL INSTRUCTIONS 


Transportation Officer 
Cemp Carson, Colo. 








wortermster 
- 7 r ge Te #0 ‘ 
Ga. | 63<007896 male etnethetest —__ 
Card guide, prescedeboard, cray, blanl:, Quartermaster Property Officer 
celdwtanes | ifs out, w/o lower projece |: Camp Conse Cole. 
tion, 1/8 
| | | 
9. PaGS [TYPE PaGslPaG. 80S. junit wt ToTm wT T Cust) Tota. cuse 
NOTICE or DELAYED ITEMS CONS 1GNOR QUARTERMASTER surpiy dite ONS IGNOR'S VOUCHER WO.ISHEET SWEETS: 
DA FORM 449, 1 MAR 52 (Test) ou oa a 


Lor } 
ee ee re eee 


—_—— 
OaTL OF BEJuISITION [TRANSPORTATION ALLOTM aT SYMBOL 





RLQUINLD DATE ~ ‘T SPECIAL INSTRUCTIONS 


Quarter m sesher Property Officer 
Caiap Carsoa, Colo. 
(2: 520) 


s 
' 
. 
t 
ri 
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CONS IGNOR 








ARMY SHIPPING DOCUMENT 
| DA FORM 4SO- SC-1, 1 MAR 52 (TEST) 


CAM INITIAL AWO WO, 













voucneR DATE 










SEAL NO. 








PACKAGES SHOwY |4 “TOTAL PKGS.* WERE RECEJVED IN APPARENT GOOD CONDITION 







| 


@UTING ak WOTES 


' 
| 
| 
| 


(except as noted on the revarss aide herent) 


OATE Tracy wo. TS iGwatuat OF |NCFECKER 


QUANTITIES SHOW IN “RFCEIVED" SPACE(S) WERF RECFIVED IN APPARENT GOOD CONDIT) 


OATE ~ YREBIT VOUCHER WO. | SIGNATURE OF STORERECPER 


b- -- ~_—~--—~ ~— ee en 


















i pataat ne. Dall oF MLQuISilio™ TWARSPURTATION ALLOTM Al SYMUOL 
05-010-4366-52 1 April 52 
. — Myumo OAL La oS gy 
Transportation Officer 1 May 62 
t t 


Camp Carson, Golo. 


anne FOR STOCK RECORD ACCT, WO 
Quartermaster 


“13. | 65-R-2268 





















CPI ETO RO Or TY WS rrr rr errr er eee 


miguisitiow ext 7777 


-010- 

§ Quartermaster Property Officer 

Camp Carson, Colo, 
(2:20) 














We QuisiT Onto quantity active 


ane 00— ZFo0 |/-// 
Jo 


Fnvelopo, mailing, common type, side 
opening, Kraft, printed, gummed, 
6;" x 9 w 









a 


je, Me , t slesenl Nail M. ie: aio a .. 








as 


Received 


= 


‘ 
whit PRICE b. ies 















ly * G3-2-2480 ALQUISI TIO WO, Tare —— 
a. ~010-4366-52_ a 1777 
J REQUEST Onto quantity i 





Envelope, mailing, comnon type, side ¢ 
oponing, Kraft, printed, gummed 
6)" x 123" 


Quartermaster Property Offi 
Camp hom we att 125 \i-M 
(2:520) 


SHEPPED 70 














mano 


aa {UNIT CURFTTOTAL SURF 












05=010-4356-62 __ 

“Quartermaster Property Off 

s Camp Carson, Co’ 6 
(2520° <P 


SG 


1, | SSac-eosr 53-C-Jo73 
cara, index, filing, white, plain 
} gx 5" </64T GRAY 




















Card, guide, blank, plain tabs, buf? 


ar Bs aie tr 







? 
® lower projeo- 






tion, 93" x 11 3/4" Camp Carson, Cole. 


5. 65-C~7894 
Card, guide, pressed-bé 
solf-tabs, 6 cut, 
(2-520) 


Bee recs.Jrvre pecsjeec. wos. junit wr [rota wt 


pie 











Cir 68 
CIRcULAR DEPARTMENT OF THE ARMY 
No. 68 Wasuinoton 25, D. C., 11 August 1952 


Effective until 11 August 1953 unless sooner rescinded or superseded 


SIMPLIFIED SUPPLY SYSTEM TEST 


1. The Assistant Chief of Staff, G-4 and the Comptroller of the Army, in 
collaboration with The Quartermaster General and The Adjutant General, have 
initiated a test at the Quartermaster Supply Section, Utah General Depot, Ogden, 
Utah to determine whether or not a “simplified supply system” can be developed 
which will— 

a, Reduce present costs of processing and preparing a line item for shipment 
and at the same time speed up the flow of requisitions from the mailroom to the 
warebouse. 

d. Provide all essential date for higher echelons while eliminating the great 
mass of trivia now being reported. 

c. Effect substantial reduction in inventory valuation of secondary items by 
assigning “merchandising” responsibility to the depot commander while at the 
same time improving performance in the supply of those items. 

2. To obtain full benefit of the “simplified supply system,” a flexible line item 
requisition form which can be converted into a shipping document, a due-out 
record, a due-out release form, an extract form, a purchase request and commit- 
ment form, a purchase order, and an invitation to bid form has been developed 
and is being used in the test. As a result, all shipments of general supply items 
made by the QM supply officer, Utah General Depot, from stock located at the 
Utah Depot will be accompanied by the new test version of the Army shipping 
document (figs. 1 and 2). 

3. Since the appropriate number of “domestic” and “oversea” copies of this 
modified version of the Army shipping document are forwarded in advance and 
with the cargo as prescribed by TM 38-705, installations receiving shipments 
accompanied by the test version Army shipping document will accept and process 
the documents as prescribed by TM 38-705. In addition, agencies receiving test 
versions of extracts, purchase request and commitment forms, purchase orders, 
or invitation to bid forms will accept and process the modified versions of such 
forms in accordance with current difectives. 


AGO 482B—Aug. 200469°—52 





26-C-2796 


Chair, typewriter, metal 


Desk, office, wi, typewriter, 
comp. * left pedestal, large, 





Ficurs 1.—Army Shipping Document 





Cm ie “TOTAL PEGS." WERE BECEIVED Iu APPARENT GOOD CONDITION 
weted oe the reverse side hereel) 


Rm 14 "RECEIVED" SPACE(S) WEPE RECEIVED 1# APPARENT GOOD COmOI TIGR 


ocument (domestic shipment). 





AGO 482B 


Cir 68 
freee bae 


or co Bx | misc a@naupoles|if5| 6 
9577253 fe eee antennae oe sw cr 
ae 


ARMY SHIPPING DOCUMENT 
(OVERSEAS) 
OA FORM 450-50-1, 1 MAR $2 (TEST) 


My Sta 1 < oe 





Be __———— — ee 
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SUPPLY before statistics 








FOREWORD 


l. 


After conducting a comprehensive review of the Army reporting system in the supply and procurement 
fields, Mr. Harold L. Pearson, Deputy Assistant Secretary of the Army (R6M) included as one recom- 
mendation in his Revised Summary that the supply "working" reports be cleared of trivia by: (a) 
Establishing a “secondary item" classification of items (low-unit-value, commercially available, 
expendable items, items of infrequent issue, and all items on which stocks will meet contemplated 
needs for the next two or more years; (b) Assigning responsibility for stock replenishment for 
the items to depot commanders; (c) Applying to such items the simplest records; (d) Establishing 
policy prohibiting issue of uneconomically small quantities and making user procure locally. 


To determine the feasibility of the recommendations, a test was instituted covering general supply 
type items requisitioned on the Quartermaster Supply Section of the Utah General Depot by the sta- 
tion property officers at the following installations: Depot Property Office, Utah General Depot, 
Ogden, Utah; Ogden Arsenal, Ogden, Utah; Depot Maintenance, Utah General Depot, Ogden, Utah; 
Defense Printing Plant, Ogden, Utah; Camp Carson, Colorado Springs, Colorado; Fitzsimmons General 
Hospital, Denver, Colorado; Deseret Chemical Corps Depot, Tooele, Utah; Rocky Mountain Arsenal, 
Denver, Colorado; Pueblo Ordnance Depot, Pueblo, Colorado; Tooele Ordnance Depot, Tooele, Utah; 
Dugway Proving Grounds, Tooele, Utah; Fort Douglas, Utah. 


Since the specific objective of the test is to devise, install, develop experimentally, prove, and 
implement procedurally improved methods of distributing, accounting for, and reporting decentralized 
items, and to develop simplified and more expeditious means of processing requisitions, the test was 
scheduled to be conducted in three phases as follows: Phase I - Installation of the "flexible line 
item" requisition which is converted into a shipping document, and extract, a purchase request and 
commitment form, a due-out record, a due-out release, etc; Phase II - Conversion to manual operating 
records, with "after shipment” punched card reporting; Phase III - Application of decentralized 
control for secondary items. 


Phase I of the test, or the simplified documentation of supply actions, was initiated 15 April 
1952. All of the installations participating in the test have reported that the new type of 
documentation is a definite improvement over old procedures. Tests of various reproduction 
processes, including several just out of the research laboratories, are being continued to de- 
termine the most economical and efficient method for various document volumes and applications. 


Phase II of the test, or the conversion to visible records at warehouse level, was completed 
approximately 1 June 1952, However, certain refinements of the records, particularly with respect 
to the establishment of proper stockage objectives, remain to be completed. The accuracy and 
timeliness of the records has been demonstrated by paralleling the manual records with punched 
cards, The further refinement of punched card reporting after the fact, or statistics after 
shipment, should be completed early in September. 


Phase III of the test, or the application of decentralized control to secondary items, including 
simplification of both accounting and reporting practices, had to await completion of Phases I 

and II in order that the merchandiser might be provided with the facilities to perform his mission. 
The use of open end contracts, shipment direct to the ultimate user, maintenance of minimum stocks 
of commercially available items, rapid disposition of excess stocks and other sound merchandising 
practices are now being planned for installation as rapidly as the operation can be geared to 
accommodate them. 
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based on 45 days stockage plus 30 days shipping| time, 
01 leather, sole, full size 9 pr 25 0 0 |2 27 Required Date 
21 April 1952 
02 size 10 pr 20 0 0 0 20 
03 size ll pr 30 0 0 oO 30 
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— io ies Mceee acl. 
Quartermaster 
Se Ms ScaenniTiae te 
_1,_} 53-c-9091 EA | 05-010-4356-52 
Card, index, filing, white, plein Quartermaster Property Offices 
f Sx 6 in . Camp 








Pecn PvP Peck PaG. 205 wart wt on wt 
CZRERE ESTES Eee reer 


nels Ties 
Lea 05-010-4356 -52 





_ 2. } 53-C-9095 
“Quarlormaster Property Ofc 


Card, index, filing, white, plain 
6° x 6" s Camp Carson, Colo, 


5 


Myers toe eo 

05-010-4356-52 
£ Quartermactcr Property Offic 
; Camp Cz.son, Colo, 
















1/6 out, 3° x 6 


. 
‘ 
| | 
Trt Pere Oe hues! «t jtotm Ta forme CURE lun! reece tote c 
| bt tee ens i 


wade a 






4. | 53-C-4908 ¥ 
Card, guide, blank, plain tabs, buff 
1/6 out, 5” x 8” 


fos-o10-asse-se 

‘Quartermaster Property Officer |**''"s* 

; Camp Carson, Culo, 26 
(2-520) mi 












made te drs ut La 
6. | 53-C-7894 
Card, guide, pressed-board, gray, blank, 


solf-tabs, 1/5 out, w/o lower projeo- |* 
tion, 9" x 11 3/4" 


3, | 53-C-4900 
Card, guide, blank, plein tabs, buff 
. 


a alicia ins Nest tone co, Sa 
6. | 53-C-7896 BA 


Card, guide, pressed-board, gray, blank, 


self-tabs, 1/5 out, w/o lower projeo- Camp Cz:son, Colo, 
3 tion, 9} x 14 7/8" . (2520 
DARIR445 man nn 
DA (haan 524 4 5 (resr) 


} DAGR445 oe 







05-010-4356-52 
Quartermaster Picpcsty Officer |" 


(KEXERERERA] 


LINE ITEM 


NUMBER 


NOMENCLATURE 


ARMY REQUISITION 
DA FORM 445, | MAR 52 (TEST) 








BAS1S/AUTHOR I TY/ NOTES 


Items required for re 
Stock levels establis 





NU ND) 


CERTIFY THAT THE QUANTITIES REQUIS 
REQUISITIONING ort ica Nene, ae e 
Lawrence J. Parres = 
VOJG USA, Property Offi 





REQUISITION NO. 


05-010-4356-52 








CONS IGNEE 


Transportation Officer 
Camp Carson, Colo. 


MARK FOR 


Quartermaster 


UNIT OF IS 





fu.) STOCK NUMB 





53=-C-9091 


Card, index, filing, white 


 * 3é 





RUBBER STAM 


CONSIGNEE IS | 
PERFORATED Cl 








To: termaster Supply Officer SHEET SHEETS 
Seah General Depot 7 
Utah a. 











' replenishment this station 
lished in accordance with TM 38-400 - TM 38-403 


APPROVING OFFICER (Type Name, Grade, Title and Sign) 


QUISITIONED HEREIN PLUS THE QUANTITIES 
) Nl : 





REQUIRED DATE 
1 May 52 





SPECIAL INSTRUCTIONS 





REQUISITION NO. 


05-010—4 5 = 





REQUISITIONED 


Quartermaster f 
Camp Carson, Colo. 









MP INDICATING 
S USED ONLY ON 
COPY OF REQUISITION 


25062 O - 53 (Face p. 640) No. 10 





DEPOT PROCESS 
LINE ITEM 
PERFORATED DOCUMENT PERFORATED REQUISITION 











‘vequires ff lenishment this station Teme vequived & ‘or replenishment this station 
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FIELD CONFERENCES ON FEDERAL SUPPLY 
MANAGEMENT—PART LV 


(Section 2) 


(Meeting held at United States Naval Supply Depot, Clearfield, 
Ogden, Utah) 


THURSDAY, AUGUST 28, 1952 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
ON THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerparTMENTS, 
Oade n. Utah. 

The subcommittee reconvened at the United States Naval Supply 
Depot, Clearfield, Ogden, Utah, on Federal supply management, at 2 
p.m., August 28, 1952. 

Present: Representatives Bonner, chairman; (Mrs.) Cecil M. 
Harden; and Chet Holifield. 

Staff members present: Thomas A. Kennedy, general counsel to 
full committee; Ray Ward, subcommittee staff director: and Herbert 
Roback, staff direc tor, Reorganization Subcommittee. 

Naval personnel present: Read Adm. C. H. Gillilan, commanding 
officer, naval supply depot; Commander F. E. Johnstone, Supply 
Corps, United States Naval Reserve, control division officer; Lt. Wil- 
liam J. Robinson, Supply Corps, United States Navy, fiscal officer; 
Lt. Comdr. R. W. Kirby, Supply Corps, United States Navy, issue 
control officer; Thomas W. Foley, organization and me ‘thods exam- 
iner; Joseph G. VanEyk, organization and methods examiner; Walter 
Mareeli, or ganization and methods examiner; and Charles E. Denne y; 
supervisor traffic management. 


STATEMENT OF REAR ADM. C. H. GILLILAN, COMMANDING 
OFFICER, NAVAL SUPPLY DEPOT, OGDEN, UTAH 


Rear Admiral Guinan. It isn’t very often we have the honor to 
welcome congressional parties, therefore, it is a distinct pleasure on 
our part having you with us today. Not knowing what questions you 
might ask we prepared a brouchure consisting of questions and 
answers, a brief history of the United States Naval Supply Depot 


* Name changed to Committee on Government Operations, July 4, 1952 
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Clearfield, along with a report of expenditures under the supply, 
maintenance operation program for the fiscal year of 1952, and have 
distributed the information to you. 

The United States Naval Supply Depot Clearfield is part of the 
Twelfth Naval District and is directly under the Commandant of the 
Twelfth Naval District for military coordination control, and the 
Chief of the Bureau of Supplies and Accounts for management con 
trol. This, of course, is well known to you since the Chief of the 
Bureau of Supplies and Accounts goes be fore your congressional com.- 
mittee to secure funds for the operation of the depot, and we in turn 
go to him. 


SIZE AND HISTORY OF CLEARFIELD DEPOT 


The depot area encompasses 862.62 acres, and the storage area under 
cover contains 8,452,080 square feet. Along the 862 acres sof land have 
been constructed 66 storehouse buildings, each of which is 200 feet wide 
by 600 feet long. We also have other buildings of various sizes and 
dimensions which are used. Our primary mission I will read to you 
later in my address since it is intricate, and it will be better understood 
if I read it to you. The depot was officially established on April 10, 
1943, to accommodate a west coast storage deficiency amounting to 
approximately 10,000,000 square feet. The originating Bureau (The 
Bureau of Supplies and Accounts) requested that action be taken to 
obtain public funds for the procurement of land on which to locate a 
suitable inland supply depot. By the Secretary of the Navy's endorse- 
ment of September 7, 1942, to the Chief of the Bureau of Yards and 
Docks, that Bureau was directed to obtain funds and designate an 
officer to act as a member of the board, whose function would be to find 
at least three potential sites. The board convened and it was agreed 
that the storage space be constructed in the Ogden-Salt Lake C ity, 
Utah, area, and the initial land purchase was obtained. The pre- 
dominant factors in the location of the site were: (1) The security 
offered from enemy attack, and (2) the gateway to two of the major 
western railways, one located in Ogden, Utah, and the other in Salt 
Lake City, Utah. Other factors considered included being equidistant 
from the ports of Seattle, Sun Francisco, and Los Angeles, which 
offered temporary storage of material under the in-transit privilege 
that affords a lower transportation cost with the privilege of a storage 
stop-over when desired. The Union Pacific and Denver & Rio Grande 
Western Railroads’ freight lines connect with the depot’s spur lines. 
The depot railroad system includes 39.7 miles of standard gage track, 
six Diesel electric locomotives, three locomotive cranes, and various 
rolling stock. The depot’s rail classification yard capacity is 720 cars 
Nineteen of the depot’s storehouses have been equipped with dehumidi- 
fying equipment for the pur pose of long-term storage of material with 
a minimum of preservation. ‘The oflicial mission of the United States 

Naval Supply Depot Clearfield is as follows: 

(a) To serve as a reserve stock point for the following types of 
naval material: General stores, dry provisions, 55-gallon steel drums, 
public works material, materials-handling equipment, special electri- 
cal fittings, aeronautical stores, photographic material, electronic ma- 
terial, ordnance material, submarine material, Bureau of Ships com- 
ponents and repair parts (cognizance symbols S and H), special train- 
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ing devices, material under the cognizance of Bureau of Naval Per- 
sonnel, and medical stores. 

(6) To serve as a reserve stock point and distribution point for 
clothing (except women’s clothing). 

(c) Provide general stores to Naval Air Station, Denver, Naval 
Ordnance Plant, Pocatello, and other activities as directed, by the 
commandant. : 

(d) Serve as storage and issue point for national stockpile ma- 
terials, industrial equipment reserve and other industrial machinery 
and equipment in reserve storage, and the metal-cutting tool reserve 
program. 

(e) Store, maintain, correct as necessary, and issue hydrographic 
charts and publications to activities and vessels in the west coast and 
the Pacific Ocean area as directed. 

(f) Assemble and store specialized components of advanced base 
components material as directed by the Chief, Bureau of Supplies and 
Accounts. 

(7) Identify, clean, and preserve for long-term storage materials 
on hand. Effect minor repairs to materials in store. 

(h) Provide maintenance and repair services to naval officers’ quar- 
ters, Fort Douglas, Salt Lake City, Utah. 

(7) Serve as minor relay center for such Western States as are as- 
signed by the Twelfth Naval District. 

(j) Provide storage of materials for other Government departments 
ian a reimbursement-of-cost basis, as authorized by the Chief, Bureau 
of Supplies and Accounts. (In this connection, we provided the De- 
partment of the Army with 240,000 gross square feet of storage space 
which the Navy was not using. At the outbreak of hostilities in Ko- 

rea there were a lot of machine tools in storage which were shipped 

to industrial plants to assist them in completing governmental con- 
tracts. As space became available, the Army expanded with the fa- 
cilities the Navy made available to them, and likewise the Air Force, 
which means unification. One part of the Government is working 
with the other and vice versa.) 

(%) Provide nontemporary storage for household goods. 

(2) Conduct surplus property disposal functions for Army, Navy, 
and Air Force activities in the Salt Lake City area as directed by the 
Chief, Bureau of Supplies and Accounts. (This includes the two 
activities at Tooele Ordnance Depot, and Dugway Proving Grounds, 
Utah General Depot, Hill Air Force Base, and Fort Douglas, Salt 
Lake City, Utah.) 

(m) Serve as a Navy personal effects distribution center. 

(n) Provide accounting functions (stores, ¢ ost, and appropriation), 
payroll services (civil and military), and savings bond issuing serv- 
ices for the naval supply depot and activities as may be designated 
by Com-Twelve with concurrence of the Chief, Bureau of Supplies 
and Accounts. (The payroll service at the naval supply depot in- 
cludes service to the Naval Reserve personnel im ROTC at sp Uni- 
versity of Utah and personnel at Fort Douglas, Salt Lake City, which 
eliminates the need for having similar offices in both plac es. y 

To portray the volume of business handled by the United States 
Naval Supply Depot Clearfield from its establishment to mid 1952, 
the following information is shown: This section entails an extensive 
list of figures which do not mean much, therefore, I will not read it, 
but will insert it in the record. 
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The annual value of receipt transactions in 1949 was $95,000,000 
for the full year; and for the years 1950, $112,000,000; 1951, 

$153,000,000; and for 7 7 months only in 1952 the vi alue of receipt trans- 
actions was $118,000,000. The annual value of expenditure trans- 
actions in 1949 was $105,000,000 for the full year; and for the years 
1950, $137,000,000 ; 1951, $167,000,000 ; and for 7 months only in 1952 
the value of expenditure transactions was $101,000,000. The tonnage 
shipped and received in 1944 was 319,000 short tons out, 616,000 in; 
1945, 256,000 out, 347,000 in: 1946, 87,000 out, 159,000 in: 1947, 82,000 
out, 123,000 in: 1948, 58,000 out, 94,000 in: 1949, 39,000 out, 90,000 in. 
In 1950 we shipped 46,000 short tons and received 40,000 whereas after 
the outbreak of hostilities in Korea by 1951 we had shipped 59,000 
and received 86,000. 


PERSONNEL STRENGTH 


Our personnel strength has varied during the years. In June 1945 
our peak employment was 6,159, and from that figure we decreased to 
2,590 in March 1950. Today we 7 ave 3,350, with a further reduction 
direc ‘ted to be reached by October 15, 1952, of 3,264. The maintenance 
figures show you what the depot st assumed, and what it is doing 
without an increase. In 1950 the total personnel on board was 2,590, 
and our civil-service ceiling was 2,700. In August 1950 our personnel 
increased to 2,847, and in October 1950, the total personnel was 2,872. 
In January 1951 the highest was 3,372, but in May 1951, even with 
additional workload, we were reduced to 3,350. By October 1952 we 
will be further reduced to 3,264. In the meantime we have taken on 
additional responsibilities. There is a heavy workload incident to 
our acting as west coast distributor for hydrographic material. Hy- 
drographic alone requires 128 of our employees. We have our cost- 
consciousness program going too, It is true, and you will realize, that 
our people are assuming additi ional workloads, and we are now getting 
a good day’s work for a good day’s pay. 


MACHINE TOOL PROGRAM 


During this address on our mission and workload, I want to mention 
one other duty we have here at NSD on which we prepared a report 
for you. The Government has saved millions of dollars and man- 
hours through our industrial reserve machine tools program, which 
requires placing tools in an A-1 condition or a state of preservation 
for long-time storage. After World War II, the Pacific Fleet was 
put in mothballs. At Spokane, Scotia, Mechanicsburg, and at Clear- 
field we put tools of industry in a mothball condition, and now we 
have them. Without this program, it would be impossible today for 
the Ford Motor Co., General Motors, or any of the others, to be in a 
position to assume defense contracts. We have issued 1,531 tools under 
the cognizance of BuAer, 761 under BuShips, 21 to ONR, and 39 to 
BuOrd, or a total of 2,172. At the beginning of the campaign on 
August 8, 1950, we had 6,198 in storage and issued 2,172. Our balance 
as of today is 4,925. Every day we get dispatches from cognizant 
bureaus and requests from private industry, who have visited our 
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warehouses, requesting certain tools or items they may be able to use 
in connection with Government contracts. It is a foresight that has 
not been equaled by any country in the world. I dare say you wouldn’t 
be able to purchase deep freezes, etc., from commercial companies 
today if we had not put these tools in mothballs. 

I now call on one of our leading supervisors, Thomas W. Foley, of 
the Management Control Division, Planning Department, to offer an 


address. 


STATEMENT OF THOMAS W. FOLEY, MANAGEMENT CONTROL 
DIVISION, PLANNING DEPARTMENT, NAVAL SUPPLY DEPOT 


Mr. Fotey. Mr. Chairman, Admiral, and distinguished guests, I 
shall very briefly explain the United States Naval Supply Depot, 
Clearfield, organization structure, using this chart as an aid. As 
Admiral Gillilan stated, the depot is under the military control of 
the Commandant, Twelfth Naval District, and under the management 
control of the Chief, Bureau of Supplies and Accounts, Washington, 
D.C. Admiral Gillilan is at the head of the depot organization as 
commanding officer. He is responsible to the commandant and Chief 
of the Bureau of Supplies and Accounts for carrying out polieies 
and procedures as directed. Admiral Gillilan is assisted by Captain 
Blick, the executive officer, who supervises operations of the depot to 
make certain we are following the policies as prescribed. We have 
two special assistants to the commanding officer and the executive 
officer, namely, the technical information officer, and the legal coun- 
sel. We have the planning council which meets once a week, con- 
sisting of heads of departments, and the more important divisions and 
branches, who assist the commanding officer in determining policy. 
We have the Hydrographic Department which provides liaison serv- 
ices between the depot and the Navy hydrographer at Washington, 
D.C. The Planning Department is an advisory department assisting 
the commanding officer in performing staff work for the command. 
It consists of three major divisions, War Plans, Management Control, 
and the Statistical Division. These divisions continually survey 
the depot to determine the effectiveness of its operations. This 1s 
carried out in conjunction with various department and division 
heads. 

The Administrative Services Department acts as a common service 
agency for the depot. It consists of the Communications Division 
which handles all telegraphic communications and telephone serv- 
ices; the Military Personnel Division which maintains records for 
military personnel, officer and enlisted; and the Security Division 
with its police and fire sections whose functions are well described 
by their titles. 

Machine Records provides electrical accounting machine services 
to stock control functions and serves other functions, such as civilian 
employment recording, and Fiscal. 

The Industrial Relations Department provides recruitment serv- 
ice, personnel relations service, safety, and training. 

The function of the Fiscal Department which again is described 
by its title, maintains accounting records for all expenditures of the 
depot. It contains also a disbursing function for this and other 
naval activities in this vicinity, such as Navy recruiting personnel 
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at Fort Douglas, and the Naval Reserve personnel in ROTC at the 
University of Utah. 

We have our medical department which gives physical examinations 
to civilian personnel, and cares for military personnel and their 
depe ndents. 

Phe public-works department provides for the maintenance of build- 
ings, streets, grounds ina utilities, and transportation facilities of the 
depot. The major department of the depot performing the primary 
function of receipt, storage and issue of materials, and serving the 
purpose for which the depot was established, is the operations depart- 
ment consisting of two principal and four other divisions. The con- 
trol division covers the clerical field in supply, and the material divi- 
sion handles the physical phase of movement of material. The control 
division is broken into four segments, stock control, receipt control, 
issue control, and procurement. The material division consists of 
the traffic branch, storage branch, packing and preservation branch, 
hydrographic branch, and the labor and ¢ equipment branch. Two 
additional important divisions serve under the operations department, 
namely, the technical division, which provides technical service as 
stock identification and interpretation, and the inventory division 
which physically inventories the stock at this command annually. 
The remaining divisions under operations are: The disposal division 
which serves not only this depot but also military installations outside 
in this vicinity, and the personal effects division which receives and 
accounts for personal effects of deceased and missing naval personne] 
for the entire Navy, and handles the effects of stragglers and deserters. 

We also have at this command two subordinate commands: Marine 
barracks which provides perimeter security service, and the naval 
barracks which is responsible for the welfare, discipline, and main- 
taining such records for naval enlisted personnel located at this 
activity. 

Mr. Bonner. We certainly appreciate this visit to the Naval Supply 
Depot Clearfield, Admiral Gillilan, and for the benefit of the gentle- 
men present who may not know the names of the people constituting 
our committee, I introduced to you: Mrs. Harden, of Indiana; Mr. 
Holifield, of California; Staff Representatives Thomas A. Kennedy, 
Ray Ward, and Herbert Roback. The other members were not able 
to make the visit. We came to Ogden to study the simplified account- 
ing system being tested at the Utah General Depot, Department of the 
An my, and are happy to have the opportunity to learn something about 
your operation at the naval supply depot, however, we did not prepare 
a schedule for the conference. We are interested in hearing anything 
pertaining to the depot. 

Rear Admiral Gituman. That’s very kind of you, we appreciate it 
very much. 

Mr. Bonner. We are interested in the Navy and the operation of 
your depot. 

Rear Admiral Gruuian. I have two other men who are prepared 
to give an address, would you like to hear them ? 

Mr. Bonner. We would be delighted. 

Rear Admiral Gruuman. Mr. J. G. Van Eyk, of the management 
engineering branch, planning department, will talk to you on cost 
consciousness. 


‘ 
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STATEMENT OF J. G. VAN EYK, MANAGEMENT ENGINEERING 
BRANCH, PLANNING DEPARTMENT, NAVAL SUPPLY DEPOT 


Mr. Van Erk. Admiral Gillilan, distinguished guests, I have been 
asked to discuss for a few minutes what the depot has done in continual 
effort to operate more efficiently. We have had in operation for some 
time a cost-consciousness program. Admiral Gillilan, our command- 
ing officer, took the attitude that we could further instill in the minds 
of our people an attitude of cost-consciousness. With that in mind 
he authorized us to set up a special training program. The first phase 
consisted of 3 one-hour sessions devoted more or less to supervisory 
personnel, who in turn carried the message down to the people actu ally 
performing the work. Approximately 160 supervisors attended the 
first training session, and thereafter they carried the message to the 
working level in the best way possible. Our next approach was to 
conduct a cost-conscious slogan contest. This program was financed 
by the civilian employees association, and the contest lasted 5 weeks. 
Each week three $5 prizes for the three best slogans were awarded. 
At the end of the 5-week period, we selected the choice slogan for 
which an award of $50 was made to the winner. You may be interested 
in knowing that the luc ‘ky entry was “Saboteurs Never Die—They Just 
Waste Away.” Allof the remaining prize-winning slogans are placed 
on the official bulletin boards throughout the Depot to remind our 
employees of the fact that we must remain cost-conscious. If we re- 
view the fact that 450 entries were submitted in the contest, that there 
are some 3,252 people on board, and assuming each slogan was sub- 
mitted by a separate employee, we attained approximately 13 percent 
participation in this program. 

The third phase was to carry cost-consciousness to all of our em- 
ployees. We felt that if we ‘bi ‘ought the message directly to our 


people, and gave them time off from their work to do it, it would 
further instill in them an important ca effect—they would 
surely realize that being cost-consciousness was very important. Dur- 


ing the program two brief lectures were given and a film was shown 
which we borrowed from the Army, entitled “Economy is Everybody’s 
Business.” During the entire cost-consciousness program we have 
emphasized one particular thought and that is the responsibility for 
the conservation of manpower, materials, and money—the responsi- 
bility to be ever conscious of cost rests with each individual. The 
worker himself, is the person who can actually carry the program 
forward and give us the results we are attempting to achieve. 

You may ask about the worth of the program and our answer to 
this is that we feel it is very worth while. 

Through our beneficial suggestion and methods-improvement pro- 
grams our employees have submitted hundreds of worth-while sug- 
gestions, and by the way we are not intending to place the cost- 
consciousness program in moth balls eithe ‘r, we have many ideas 
which are in the development stage, and we are going to continue to 
hammer home cost-consciousness. For the asoaa - of those who may 
not be familiar with our incentive programs I might add that the 
beneficial suggestion program is Navy-wide and for approved sug- 
gestions submitted on any subject. the employee receives a cash award 
commensurate with the worth of his recommendation. 
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The methods improvement program is slightly different in that 
it is sponsored by the Bureau of Supplies and Accounts and through 
it the employee is encouraged to improve his own individual work 
operi ition. If savings are achieved the suggestion is tied in with the 
beneficial suggestion program and the employee receives a cash award. 

The commanding officer has signed 516 letters of commendation 
since the inception of the program a year ago. Out of the recom- 
mendations that were submitted 256 were actually accepted and about 
280 had to be rejected for one reason or another. 

To give you an idea as to how the programs have expanded : In 1950, 
106 persons submitted methods for improvement and $265 bonuses 
were awarded, the savings to this depot amounted to approximately 
$2,567. Through the inception of the methods-improvement program, 
cost-consciousness program, etc., the figures jumped in 1951. In 
1951 we had 282 people who submitted suggestions and bonuses 
awarded amounted to $5,500. The net savings to this activity ap- 
proximated $148,000. In 1952, we have already received over 400 
recommendations, and we have paid out almost $7,000 in bonuses. 
The savings for this depot is approximately $200,000. 

One other phase I have been asked to comment on, in order to give 
you an idea as to how we attempt to operate more efficiently is the 
fact that we have a management engineering staff, consisting of four 
or five organization-methods examiners, who devote all of their time 
assisting supervisory personnel in the operation of their various or- 
ganizations throughout the entire depot. The schedule is maintained 
on an annual basis and we spend 2 or 3 weeks with each organi- 
zation throughout the depot evaluating operations, offering recom- 
mendations and constructive criticisms. In that manner we are able 
to assist each organization in their operations. We take the attitude 
that many times the supervisors are primarily interested in produc- 
tion, and they do not have time to sit down and think of ways and 
means to operate more efficiently, and in this way we have been able 
to provide unmeasurable assistance. Thank you. 

Mrs. Harpen. Mr. Chairman, I would like tothank Admiral Gillilan 
and these other gentlemen for their fine statements. I would like to 
know, are there any Waves stationed here ¢ 

Rear Admiral Gitutitan. Not at the moment. Waves were stationed 
here during the war. Our military personnel are quite limited in 
number. We have a few mess men, a few in the hospital branch, and 
about six others. We also have about 68 Marine Corps personnel. 

Mrs. Harven. | wis sh to congratulate you on your 100 percent par- 
ticipation in War Savings bonds and your excellent st: ifety record. 

Rear Admiral Gitutitan. Thank you kindly. For five consecutive 
years the depot has earned the Secretary of the Navy award for its 
achievement in safety, and we don’t want to spoil that record. We 
are well along in the sixth year and it is lower than any previous time 
in the history of the depot. We may get the national award. There 
are very few in the military who have the national award. 

Mr. Ronack. I notice the figure for the value of issues. Apparently 
this value of issues is transfer of material from the depot ? 


VOLUME OF INVENTORY 


Rear Admiral Gmuinan. Yes, sir. The current value of our in- 
ventory is about $574,000,000, 
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Mr. Houtrtevp. Does that figure reflect the operations of a reserve 
supply center, or is that figure comparable to other naval supply 
centers ¢ 

Rear Admiral Ginuitan. Lieutenant Commander Kirby can tell us 
the answer to that question as he is in charge of the Issue Control 
Division. 


STATEMENT OF LT. COMDR. R. W. KIRBY, SUPPLY CORPS, USN, 
ISSUE CONTROL OFFICER, NAVAL SUPPLY DEPOT 


Lieutenant Commander Kirsy. I believe our ratio of issues would 
be a little lower in relation to our inventory inasmuch as we are a 
reserve supply point. 

Mr. Houirievp. Then, at a consumer activity, stocks turn over more 
rapidly. 

Mr. Bonner. Are there any other questions, Mr. Ward ¢ 

Mr. Warp. Not now. 

Mr. Kennepy. Originally this depot was set up to provide for a 
west coast storage deficiency in 1943, I understand. Does that con- 
tinue as of the present day’ For instance they are conducting storage 
space tests at Alameda. Would the success of those tests eliminate to 
any extent the need for your storage facilities ¢ 

Rear Admiral Gintiitan. I dare say no. Don’t see how it could 
involve us. Weare on a stand-by basis. At the time of the original 
authorization for the construction of this depot most of the west coast 
industrial firms were located in San Francisco or Los Angeles. It 
was thought that these areas might be prime targets for enemy aircraft, 
and an inland supply depot was needed to back them up in case they 
were attacked. 

Rear Admiral Ginuitan. We have one other speaker, Mr. Chairman, 
Mr. Walter Marceli, of the Statistical Division, Planning Depart- 
ment, will talk to you on our management improvement program. 


STATEMENT OF WALTER MARCELI, ORGANIZATION AND 
METHODS EXAMINER, NAVAL SUPPLY DEPOT 


Mr. Marcens. Admiral, Chairman, and distinguished guests. 
Mr. Van Eyk talked to you on our beneficial suggestion program, 
methods improvement program, and the cost consciousness program. 
I want to talk to you about the management improvement and work 
performance programs. Al]! our programs have one common objec 
tive, and that is to provide the best possible service to the fleet with 
the least possible cost in the shortest possible time. Our programs 
are different roads leading to this objective. The methods improve- 
ment program has made the people think. 

In December 1951, we received instructions from the Bureau of 
Supplies and Accounts to install a management improvement pro- 
gram. We appointed a committee consisting of six officers and top 
civilian supervisors supplemented by monitors who are the top civilian 
supervisors of various activities. Each monitor prepares a guide- 
line to indicate in what areas improvement can be made. Those guide- 
lines are based on the basic guidelines designed by the Management 
Improvement Committee. The guidelines of the six-man committee 
were on matters of personnel utilization, equipment and material 


25062—53—_—42 








650 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


utilization, procedures, organizational structure, and various matters 
of that sort. At the end of a 3-month period the monitors submit 
the lists of guidelines prepared for their activities and also answers 
to these guidelines. 

An example of one of the things the program accomplished was: 
In the Traffic Branch the movement of empty cars and loaded cars 
proceeding to the same area was not coordinated, they didn’t proceed 
simultaneously. This was revealed through the guideline for the 
Traflic Branch. Now these cars are being moved simultaneously. 
The work measurement program establishes a relationship between 
man-hours expended and work units accomplished. Under this pro- 
gram we continually try to improve our work progress by obtaining 
more work units foreach man-hour. The work measurement program 
is t ied j nw it} ,our budget: ry requireme nts, 

Every 3 months we require a certain amount of money in the opera- 
tion of the depot. We say that we require a certain amount for the 
salaries and a certain amount for material. We tell our Bureau that 
we expect to perform a certain number of work units and on the basis 
of past experience we will require so many people to do the job. The 
Bureau in turn submits a request for funds to higher headquarters in 
the Navy Department. Periodically we discuss this work measure- 
ment criteria with the people concerned on the progress they are 
making. We discuss this from a personal angle and tell the indi- 
vidual employee why it is up to him to do a better job, and to produce 
more. If he does not do that there is a possibility of less work here. 

In this respect I invite your attention to the second item of this 
sheet, concerning the management improvement program and to the 
last item concerning comparative work ee e measurement 
data. By this comparative measurement data w » able to com- 
pare ourselves with the accomplishments of other activision or other 
installations. Most nearly comparative to Naval Supply Depot 
Clearfield, is the naval supply depot at Mechanicsburg, Pa. Every 
month we compare statistics from Mechanicsburg, Pa., to ascertain 
whether we did better or worse. We do not go overboard on these 
comparisons. There are too many unknown factors in the make-up 
of work measurement reports. For example Spokane does not have 
a mechanized stock-control procedure. We do. We should therefore 
do more in the way of stock-control functions. Sometimes different 
installations have different interpretations of the work unit. Another 
item of interest in the pamphlet is the comparative operating cost 
figures throughout several fiscal years. That is all I have. 

Rear Admiral Gruuitan. Thank you very much Mr. Marceli. 

Mr. Bonner. Any questions? 

Mr. Howtrrevp. Are you doing anything on the cataloging pro- 
gram ¢ 

Rear Admiral Girttitan. No, not yet. However, we sent a repre- 
sentative back to the Cataloging Office in—— 

Mr. Houirreip. There has been no attempt on your part to establish 
uniform identifications for commodities here ? 

Rear Admiral Gruuuiran. Oh, yes. Our Technical Division draws 
up blueprints and plans which are referred to the Cataloguing Office 
for proper identification. 

Mr. Horirrerp. We understood the Navy was putting into effect a 
program throughout their installations for screening supplies to 
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eventually obtain uniform identification. We are keenly interested in 
this program for eliminating duplicate stocks of similar items. 

Rear Admiral GrmtitaNn. The elimination of duplicate items? We 
are very definitely interested, we are quite strongly interested. 

Mr. Warp. Do you have any unidentified property as a result of 
the last war? 


SHORTAGE OF PERSONNEL 


Rear Admiral Gittitan. Very little. Due to a shortage of person- 
nel we haven’t been able to clean it up as rapidly as we would like. 
We plan on completing this program by June 1, 1953. 

Mr. Bonner. Do you function as salvage disposal agency for all 
services? How do you conduct that? 

Rear Admiral Bittman. By bid sales. Through bid sales, sealed 
bids, scrap sales. 

Mr. Bonner. What size is that organization ? 

Rear Admiral Gituitan. Twenty-three people and two officers. 

Mr. Bonner. Are you moving quite a bit of material? 

Rear Admiral Giuuitan. Not too much; however, it is a good, steady 
program. 

Mr. Hotirietp. What happens to the money received from the sales 
of this surplus—create miscellaneous receipts ? 

Rear Admiral Ginuinan. Received from the Army ? 

Mr. Hoxtrretp. Yes. 

Rear Admiral Gruinan. It goes back to the Army and into the 
Federal Treasury. 

Mr. Bonner. What duplicated items do you have in your general 
stores compared with the Army depot ? 

Rear Admiral Gmuiian. The only duplication is in housekeeping 
and maintenance items. In terms of money value, what does this 
amount to, Lieutenant Robinson ? 


STATEMENT OF LT. WILLIAM J. ROBINSON, SUPPLY CORPS, USN, 
FISCAL OFFICER, NAVAL SUPPLY DEPOT 


DUPLICATION WITIL ARMY DEPOT, OGDEN 


Lieutenant Rosinson. I would say approximately $50,000,000, 
Mr. Bonner. Common-use items? 
Lieutenant Roprnson. Yes, sir. 


INVENTORY TURN-OVER 


Mr. Bonner. What is the inventory here or turn-over on common- 
use items? In terms of issue, and terms of use? 

Rear Admiral Gituitan. In view of the fact that a reserve stocking 
point is under the sole jurisdiction of the cognizant bureau, it does 
not fully represent the turn-over of maintenance items. 

Mr. Bonner. The inventory is mostly reserve and not for direct 
use ? 

Rear Admiral Ginuitan. That istrue. For instance when the Navy 
buys dry provisions, the Army actually procures them. A year’s 
supply might be brought in and moved out in 6 months. The turn- 
over for this category is well within the year. 
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Mrs. Harpen. Do you perform any program functions for other 
services, a program on oil, gasoline? 
Rear Admiral GittitaNn, No, sir. Purchases were small. 


SUPPLYING ALAMEDA MEDICAL TEST 


Mrs. Harpen. On June 30, the Army took over the medical supply 
function on the west coast. Did that affect medical stores at Clear- 
field ¢ 

Rear Admiral Gitiitan. They were already here in warehouses 
assigned to the Bureau of Medicine and Surgery. 

Mrs. Harpen. Do the medical supplies go straight to Oakland or 
to Alameda ? 

Rear Admiral Gituitan. Either one. 

Mrs. HArven. Which one, do they go to both? The test run is at 
Alameda, do they go from here to Oakland or direct ¢ 

Rear Admiral Giiuitan. They go direct, do they not Mr. Denney ? 

Mr. Denney. They go direct. 


SPACE UTILIZATION 


Mr. Rovack. Referring to the statement contained in the question 
and answer brochure, in relation to the answer, I wonder if you would 
elaborate on the answer, since it appears you would have adequate 
space for storage of Army and Air Force stocks. The storage situa- 
tion as of jl July 1952, indicates that 54 percent of the space allocated 
to the Bureau of Supplies and Accounts is occupied. It would appear 
that you could stock and issue material for the Army and Air Force. 


STATEMENT OF COMMANDER F. E. JOHNSTONE, SUPPLY CORPS, 
USNR, CONTROL DIVISION OFFICER, NAVAL SUPPLY DEPOT 


Commander Jounsrone. I will elaborate since I answered that 
question. The three principal services do not use the same stock 
numbers for the same items, therefore, the Air Force might request 
a broom by the Air Force stock number, but the Navy would not have 
it by that particular number. We have a problem in that respect. 
Ultimately if it was under one stock number the Navy could easily 
stock it, check the one stock number coming in from a particular 
source, and there would be only one stock number for the three serv- 
ices. We don’t even approach using the same forms where requisi- 
tions are concerned, or the same method of requisitioning. That also 
had its bearing in answer to that question. If we tried to issue any- 
thing under the existing circumstances at the present time we would 
have to be set up to handle three different sets of stock numbers. 

Mr. Bonner. Along this line, is there any reason why the Air Force, 
Army, and Navy could not have the same stock number for similar 
items ¢ 

Commander Jounsronr. There is no good reason at all. 

Mr. Houtrietp. The committee is interested in the Federal catalog- 
ing program. We have approximately 2,000 people employed back 
there by the Munitions Board, and we are surprised that there is not 
more enthusiasm at this activity. 
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Commander JoHnstoner. We are enthused. The work for general 
stores material is being done in the General Stores Supply Office at 
Philadelphia, on an active basis. 

Mr. Houtrrevp. The results of their work will be applied to this 
level ? 

Commander Jomnsroner. Yes, sit 


NEED FOR UNIFORMITY OF FORMS AND PROCEDURES 


Mr. Warp. The last report made by this subcommittee recommended 
uniformity with respect to forms, procedures, and so forth. Are you 
in accord with that ¢ 

Commander JoHnsrone. Yes, sir; very definitely. 


RESPONSIBILITY OF DEPOT COMMANDER 


Mr. Warp. We were in Bayonne over a year ago, and while there 
we talked to the officer in charge of the depot. We asked what control 
he had over the stock that came in, and the stock that went out. What 
is the situation here ¢ 

Commander JOHNSTONE. We are practically in the same position as 
the Utah General Depot. The supply demand control point controls 
movement in and in most instances movement out. Ships parts for 
the naval supply depot are received from the ships parts control 
center (a supply demand control point), which is a component of 
Naval Supply Depot, Mechanicsburg, for all repair parts for ships, 
big and little. They send in to us at Clearfield stocks which our stock 
reports indicate are necessary to carry out the mission of this base. 
Other activities and consumer ships in the fleet merely send their 
requisitions direct to us. This is the prime issuing point west of the 
Mississippi River and the only issue function that is handled on this 
basis through our depot. Everything else is sent to us at their direc- 
tion (supply demand control point), and issued out only on their 
order. 

Mr. Warp. The point I want to make is—you don’t have control 
of the shipping function / 

Commander Jonnsronr. That is right. 

Mr. Warp. Do you handle material for the Army and Air Force? 

Commander Jounsrone. That would be one advantage only for 
the existing differences in stock numbers. 

Mr. Warp. You are able to serve them as well as the Navy? 

Commander Jounsrone. We could carry forward if all services 
did have stock number unification. The ideal thing would be if all 
services had the same stock numbers for the same material we could 
issue to any other service and they could do the same identical thing 
for us. 


UTILIZATION OF SPACE 


Mr. Ropack. You have 54 percent of utilization of your warehouse 
capacity ¢ 

Rear Admiral Gruuinan. Fifty-four percent general stores only. 
On an over-all basis the utilization is closer to some 80 percent at the 
present time. 








654 FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 


Mr. Rornack. I refer to the Bureau of Supply and Accounts. You 
are handling almost 90 percent as indicated in the brochure (Appendix 
I, p. 3). Figures for other bureaus from 52 percent up to 80 percent 
for BuShips now occupying space. 

Rear Admiral Gituman. A lot is being reserved for known incoming 
stock. The 54 percent may change next week to 65 percent. We buy 
seasonally and are in the midst of the canning season. 


RESERVES OF NAVY CLOTHING 


Commander Jounsrone. Another case that is interesting—the 
sureau of Supplies and Accounts have a Navy clothing prgoram. We 
were taken out of distribution on clothing now we are ‘back into © loth 
ing. Weare building up four store shouses ¢ ompletely filled with Navy 
clothing. A year ago only 20 percent of the space was occupied. Full 
allocations were based on known in-bound movements. 

Mr. Ropack. Are those reserve stocks ?¢ 

Commander Jounstone. Yes, sir, nothing else but. 

Rear Admiral Giuiitan. The naval clothing factory in Brooklyn 
directs shipments to us and then we ship to Oakland as required for 
use on vessels by the fleet. We are much closer to Oakland. 

Mr. Rorack. I suggest the relevant portions of this information 
be incorporated in the record of this meeting. 

Mr. Bonner. We did not bring our reporter along, Admiral Gillilan, 
and we would appreciate it very much if we may have a copy of the 
record of this meeting when the record has been prepared. 

Rear Admiral Grziian. Yes; we shall be glad to take care of it. 

Mr. Houtrtevp. Are you familiar with the medical tests at Alameda ? 

Commander Jonnstone. Only superficially. 

Mr. Hottrteip. You have no opinion of its “success ? 

Commander JonHnstone. No, sir. 

Mr. Houirie:p. Are the storage of medical supplies at this depot a 
bulk reserve operation ? 

Rear Admiral Gituitan. The medical stocks held here are on the 
books at Oakland and they control movement of that material. 

Mr. Houtrretp. Do you see any reason why the tests would not be 
successful ? 

Commander Jounstrone. Not offhand. 

One item that will be of interest to you from the standpoint of stock 
number simplification, which is a big thing in the Navy. It deals 
with bearings. Up until approximately a year ago the individual 
bureaus of the Navy were responsible for stocking their own bearings 
for their own particular equipment, under their own stock numbers. 
Ninety percent of the bearings were found to be interchangeable. The 
bearings are now controlled “by the General Stores Supply Office and 
stock numbers are uniform, 

Mr. Houtrrevp. That is encouraging. One thing we learned from 
the Hoover report was the extensive duplication of stock numbers for 
the same material. 

Commander Jounsronr. Every manufacturer used to have their 
own stock numbers. 

Mr. Houirretp. You are gradually finding these different stock num- 
bers and combining the stock physically. Then when you reorder 
you are eliminating the reordering of duplicate numbers. 
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Mr. Warp. After eliminating the nonstandard numbers in your 
stock how do you reorder that number, by cross reference / 

Commander Jounsrone. That is right. 

Rear Admiral Gruuitan. It is part of the function of our Technical 
Division through their research library to clear up Navy stock numbers 
and make appropriate cross reference. 

Mr. Houirtevp. Referring to our discussion on the bearings, is that 
bearing packaged and identified by the new naval stock number, or 
by the manufacturer’s old number ? 

Commander Jounstrone. It is repacked and renumbered by the new 
number. 

Mr. Houtrrep. Are there any objections from the suppliers ? 

Commander Jounstone. No, sir. By having a standard stock 
number any activity’s business could be spread out. 

Mr. Houtrtevp. It certainly simplifies things. 

Mr. Bonner. Any further questions ¢ 

Reporter. No questions. 

Mr. Bonner. Thank you very much Admiral, we didn’t know that 
we would be received so graciously and we certainly appreciate it. 

Rear Admiral Girutitan. Thank you, Mr. Bonner, and now we have 
arranged a tour of the depot for you and your party. 

Mr. Bonner. That is fine but we will not get out of the automobile, 
we will just drive around the depot. We will not be able to go into the 
storehouses. 

Rear Admiral Gitiinan. Very well. 

(Whereupon the hearings were officially closed.) 

(Ogden exhibits 2 and 3 follow :) 


Oapen Exuteir 2 
UNITED STATES Supplty Depor CLEARFIELD, OGDEN, UTAH 
QUESTION AND ANSWER PAMPHLET? 


Question. What is the Navy supply-management system? 

Answer. To make accessible vast quantities of material required to supply 
the Navy, Bureau of Supplies and Accounts, under the direction of the Secretary 
of the Navy, and in cooperation with other Navy Bureaus, has established 
stocks of material at various continental and extracontinental activities. These 
may be activities whose prime mission is supply, or supply departments of 
activities with other primary missions. Stocks of the larger supply points are 
generally replenished by supply-demand control points. These larger supply 
activities replenish the stocks of the smaller supply points. Material under the 
cognizance of all Bureaus is channeled through their supply outlets. Bureau of 
Supplies and Accounts has complete responsibility, exercised through the Bureau 
or a supply-demand control point. Material is broken down into two major 
accounts: (1) a revolving fund, the Naval stock fund, in which common items 
in common demand throughout the Navy are procured and actually sold to the 
requiring activities, charging appropriated funds; and (2) the other broad 
category of material, which is the appropriation purchase account. They are 
appropriated funds, and material carried in that account has been paid for by 
the purchasing activity, one of the Navy Bureaus. These are generally the two 
accounts in which we carry material. The former is a continuing revolving 
fund, including general stores. inclusive of clothing. The other is the appro- 
priation purchase account, which are the appropriated funds of the various 
Bureaus, and from which the procurement of special materials, such as auto- 
mobiles, equipments, and so forth, are procured as direct charges to the appropri- 
ations. In both accounts there is an accounting both by the Bureau of Supplies 
and Accounts and its field activities. 


1. Navy supply-management system 


Question. What is the inventory value of stocks in store at Naval Supply 
Depot Clearfield? How many items? 
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Answer: 
Inventory by accounts as of July 31, 1952: 


Appropriation purchase account : _ $493, 037, 507. 00 
Navy stock account e . 81, 585, 272. 42 
Ships’ construction material account 81, 403. 65 

Total " oe i 574, 704, 183. O07 





Total number of items in store: 


Appropriations purchase account ‘ ‘ “ 263, 325 
Navy stock accouit + sii iin » 22, 027 
Ships’ construction material account_ bg ee 5 50 

Total 285, 402 


2, Inventory value of stocks in store at Naval Supply Depot Clearfield, and 
number of items 
Question. What was the value of issues made by Naval Supply Depot Clear- 
field during the past year? 
Answer. During the fiscal year 1952 the value of issues made by this depot was 
as follows: 


Appropriation purchase account ; ue $53, 521, 262. 91 
Navy stock account___-~- 7 _ 23, 419, 574. 98 
Ships’ construction material account ‘ ame abs 69, 659. 91 
Ships’ material account _— ‘i ae ieeoke be : 7, 180. 94 

i _— - . ._ FT, 017, 678. 74 


8. Value of issues during the past 12 months 

Question. Are items in store similar to items carried by the Army 
Quartermaster? 

Answer. It is estimated that of the general-store material in store, approxi- 
mately 90 percent is similar to items carried by the Army Quartermaster. 
j. Percentage of items in store similar to Army Quartermaster stock 

Question, Are any cross-servicing agreements in effect locally? 

Answer. The following cross-servicing agreements are in effect locally: 


Current 


INSTALLATION PURPOSE 
Hill Air Force Base__- _.... Remove pits from grinding ways on exter- 
nal grinding machine. 
Rs leer : ...._... For services of one teletype maintenance 


technician to inspect and make necessary 
repairs to teletype equipment. 

Naval Supply Depot Cleartield To make available to the Department of 
the Army 240,000 gross square feet of 
general-duty covered storage space. 

Fort Douglas . ‘ niece _. For the collection of garbage and the removal 
of snow from the thoroughfares in the 
naval officers’ quarters area at Fort 
Douglas. 


Hill Air Force Base _.... For chemical laboratory professional serv- 
ices and analyses requested by this depot. 
Do wislibced 7. .. For the processing of exposed photographic 
material. 
Do tiie ‘ cod _. To perform emergency repairs on one elec- 
tric cipher machine as requested. 
Naval Supply Depot Clearfield___._ Utilization of 120,000 gross square feet of 


covered storage space at Naval Supply 
Depot Clearfield for temporary storage of 
special Air Force program materials for a 
period not to exceed 6 months. 





: 
; 
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(The below-listed programs are now being studied to determine if services 
are avilable at other defense installations in order that the services offered by 
the use of a cross-servicing agreement can be fully utilized.) 


Proposed 


INSTALLATION PURPOSE 

Hill Air Force Base___-_-~-~--- Reclaim approximately 15,000 gallons used 
solvent. 

Utah General Depot__-_—- be _. Respool approximately 18,000,000 feet cable, 
wire, rope, ete. 

Hill Air Force Base____.__--_._-_._-__. Minor repairs to film projectors. 


(The following subjects have been explored to determine whether cross-serv- 
icing facilities were available. ) 


Erploration 


INSTALLATION PURPOSE 

Ogden Arsenal___-_-__ ae Inspection and/or rehabilitation of small 
arms and Infantry equipment. 

Utah General Depot_____________. Renovation, cleaning, and marking of Naval 


Reserve clothing. 


(The following cross-servicing agreements were completed during fiscal years 
1951 and 1952.) 
Completed 


INSTALLATION PURPOSE 
Ogden Arsenal____---~_-- a Repair and calibrate two Cummings fuel 


pumps for an &80-ton General Electric 
Diesel locomotive. 


Le a ‘sctieEE:. o—_ Degreasing, sand-blasting, and phosphatiz- 
ing of 4,000 .22-caliber rifles. 

ee eececahcnsshchoaill Recharge and performs hydrostatic test on 
96 fire extinguishers. 

Hill Air Force Base___--~~~_- Repair photo-record camera by replacement 
of shutters and other incidentals. 

Ogden Arsenal__.__._____- i Repair one F. W. Shrader electromagnet, 
48 inches. 

Hill Air Force Base__ sed . For personal services and material required 


to supply shredded paper at a rate of ap- 
proximately 5,000 pounds per month. 

Naval Supply Depot Clearfield____ Furnisn gas, oil, and necessary preventive 
maintenance and emergency repairs to 
automobiles assigned to the Twelfth En- 
gineer Company, U. 8S. Marine Corps Re 
serve, Ogden, Utah. 

5. Cross-servicing agreements: 
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Storage situations as of July 31, 1952 


COVERED 





“ . eke 
Bureau —- Net usable | Occupied ak 
‘ lichen 
Bureau of Supplies and Accounts 1, 953, 684 , 519, 628 | 819, 440 | 54 
Bureau of Aeronautics : 990, 549 752, 020 393, 734 52 
Bureau of Ordnance 604, 611 467, 981 365, 758 78 
Bureau of Ships 2, 779, O11 598 80 
Bureau of Docks a 58, 162 ‘ 5, 55 
Bureau of Personnel ‘ 4 9, 680 7, 800 6, 262 80 
Bureau of Medi¢ine___- 482, 535 373, 898 298, 551 gO 
H ydrographie r nioet 141, 339 107, 983 82, 000 7A 
Office of Naval Research é 2, 375 2, 160 1, 559 72 
General Services Administration 128, 293 90, 805 £0, 805 100 
U.8. Air Force f s 115, 901 91, 466 37, 100 41 
U. 8. Army ‘ 232. 580 180, 406 158, 820 88 
Depot operations . j 498, O8O 
OPEN 
Bureau of Suppies and Accounts acelin ttn ata ‘ 1, 253, 740 912, 066 92, 033 10 
Bureau of Aeronautics = ’ 2, 300 2, 130 756 | 35 
Bureau of Ordnance 78, 910 71, 530 59, 260 83 
Bureau of Ships - eaacid . , e 314, 330 249, 526 71, 846 29 


6. Storage situation as of July 31, 1952. 
Do you have any new construction contemplated? If so, name projects. 
Answer. Fiscal year 1953 and fiscal year 1954 proposed projects are as 
follows: 


Project title Estimated cost 
Covered storage for busses and other passenger equipment__-_._-.-.__. $24, 000 
Centralized air compressor unit, D-2 and D Sa a —— 35, 500 
Alterations and additions to fire station No. 1, building No. a cabin 3, 000 
Construct 6 garages for the bachelor officers’ fa ee Ee i 6, 000 
AiGsote tO. WCU DUR oh kn a tees 30, 000 
Construction of shipping shed__-_-- dita aiceaite deinen 800, 000 
Erection of 2 test, packing, and preservation buildings haccanptelelinasanticensnannacalbliia 2, 400, 000 
Construction of a security storage building__.__._._._-_-_-_-____-_-___- ie 360, 000 
Installation of lights, secs. 2, 3, and 4 of E-12 and F—12___-___-_______ 35, 000 
Construction of quarters for 2 civilians._..._._._.....----~- Lccdibesliadpesiie 38, 000 
Construction of storehouse for inflammables_____.....________--__- 1, 200, 000 
Gas generating plant, test unit, D-2......--._.__._.-.-.-.-_.----.. 51, 200 


7. New construction contemplated. 

What is the degree of expansion since June 1950 (space occupancy, issues, 
personnel ) ? 

Answer: 


Personnel : 
Total depot: 
June 80, 1950_.._.-_-_- eto! Sannin aii tae si zs 
Sa a a le ae ee 3, 





Issues: 
Line-item total: 
Period May 14 through June 10, 1960.......... ee 26, 227 
June 1 through June 30, 1952_______~_ a a Ea 130, 307 
Space occupied : * 
June 30, 1950: 





Covered, total square feet ?_________-__- cadets earl 4, 053, 

Open, total square feet siabesaisaadeatineeniniatre eerieainaaiintsce eae 725, 873 
June 30, 1952: 

Covered, total equane fettic0.<.5- <n eee qrennneesen= 3, 773, 781 

Open, total square feet ctakcanigeis Sesto epi iiainahecicereanacanneti asset 223, 895 





1 Breakdown by bureau cognizance shown on reverse hereof. 
2? Decrease of total space occupied is indicative that the rate of material shipped during 
period was far in excess of receipts into store. 


ee 








area 
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Tune 30, 1950 Tune 30, 1952 
Cognizance Fe —— . — 
Covered Open Covered Open 
. 
GEisagsesiecdnnnanhx Saohbpaasenae . am 644, 727 406, 646 419, 278 12, 033 
0) ae oil egnikddbeuniadia asia ‘ 228, 487 0 7 0 
Provisions Std wn «de teinceinngitne= taint ‘4 ere 4, 000 0 0 
eae Gee... Bhi co dascocawnase ! 415, 978 40, 187 31, 481 
A . . 364, 305 59, 865 6, 500 
SRS WOR, os his nbd cilia bk : 741, 902 | 41, 099 33, 865 
Aviation Secwnwd ; * A 560, 183 4, 200 756 
Ordnance ........... 111, 460 59, 260 
Medical_.......- ABE. : ; 0 0 
National stockpile.................---.- F - 0 0 
Bureau of Personnel..--.-..........---- ike eee 62, 416 0 
Metal-cuttimg téoms...........-.....--...--- 0 0 
ROE on tiiclecdeepueeeciad “i - 0 0 
Alp PMG . 2242... eke dee tea tcl Sits 0 0 
Bureau of Yards and Docks. . 0 0 
HHE.. pacbinaie a 0 0 
Hi yGregreGinle.. oo ccsececucsce head 0 0 





8&8. Degree of expansion of depot activity since July 1950 

Question. Have you taken into store repurchased surplus material? Specify. 

Answer. Former Government surplus materials have not been repurchased by 
Naval Supply Depot Clearfield and taken into store. However, records reveal 
in One instance certain surplus tools and spare parts, required to recondition 
“roll-back” 6 by 6 GMC cargo carriers and provide “spare parts kits’ were pur- 
chased in APA, from Bucks’ War Surplus Stores about 4 years ago. Material 
required repair prior to being shipped out and parts could not be procured on 
the open market. 


9. Repurchased material taken into store. 


Question. Who is responsible for shipments in and out of this depot? 

Answer. Generally the controlling bureau or supply-demand control points 
control the shipments into this depot, except a small quantity of material required 
for depot use. 

Responsibility for outbound shipments rests with the Operations Department 
of the depot, particularly the Traffic Branch. Outbound movements are the 
result of either shipment orders from the supp!y-demand control point or cogni- 
zant bureau, or from request documents from other naval activities or vessels 
throughout the entire Naval Establishment. 


10. Responsibility for shipments in and out of the depot. 


Question. Is the movement of in-bound and out-bound shipments coordinated? 

Answer. In-bound and out-bound movement of material is not coordinated 
directly ; however, there is an indirect relationship between the two types of 
movement in that stock status reports showing replenishable demand, stocks on 
hand and due are reported to the appropriate supply-demand control point or 
cognizant bureau in order that replenishment action may be taken where required 
to maintain stock levels 

In the actual movement of carloads in and out, there is no coordination affected, 
If available, loaded cars in-bound, when emptied, are utilized for out-bound ship- 
ments. 


11. Coordination of movement of in-bound and out-bound shipments. 


Question. Could you store and issue Army and Air Force items? 

Answer. Army and Air Force items could be stored and issued if space were 
available and if complete knowledge of the requisite Army and Air Force systems 
were available, together with personnel required to perform that operation. 

In this connection, space has heen allocated at this depot by the Bureau of 
Supplies and Accounts to the Army (240,000 square feet) and the Air Force 
(100,000 square feet) under the cross-servicing agreements. (See Number 5.) 
However, receipt, storage, and issue of that material is handled by personnel 
of the cognizant service. 


12. Storing and issue of Army and Air Force items. 


Question. What is the depots’ relationship to Ships Parts Control Center 
Mechanicsburg? 
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Answer. The relationship is that Naval Supply Depot Clearfield serves as one 
of two reserve stock points in the ships parts supply system and the Ships Part 
Control Center Mechanicsburg is the supply-demand control point for that type 
of material. 


13. Relationship of Naval Supply Depot Clearfield and Ships Parts Control Center 
Mechanicsburg. 

Question. Are requisitions screened ; if so, for what purpose? 

Answer. Requisitions are screened for two reasons: 

(a) By the Fiscal Department to verify accounting information and invoicing 
data. 

(b) By the Issue Control Branch to check for the accuracy and completeness 
of data other than accounting information, and to determine when spectal issue 
instructions are applicable. In addition, they are screened to determine if re- 
imbursement for the material, packing, handling, and transportation charges 
are required; if routed via the Pacific Requisition Control Office; for priority 
justification and deadline delivery date. 

14. Screening of requisitions. 

Question. Is there a difference in packing for overseas shipment? 

Answer. There is a difference in packing for overseas shipment as items 
subject to deterioration or damage in shipment or storage, regardless of destina- 
tion, are afforded preservation, packaging, and packing for overseas shipment, 
utilizing overseas shipping containers in accordance with applicable specifi- 
cations and instructions. When it is known that an item scheduled for overseas 
shipment is for current use upon arrival at destination. the level of preserva- 
tion, packaging and packing is lowered in keeping with anticipated hazards 
of shipment, storage and handling. (BuSandA Instruction 4700.1 of June 6, 
1952 sets forth policy references on this subject.) 

15. Packing for overseas shipment. 

Question. What percentage of shipments are packed for overseas delivery? 

Answer. It is estimated that approximately 60 percent of all shipments from 
NSD Clearfield are packed for overseas delivery. 

16. Percentage of shipments packed for overseas delivery. 

Question. What has been done in the field of conservation? 

Answer. The conservation program at NSD Clearfield is twofold: 

(a) Developing material cost consciousness on the part of all depot personnel. 
This was commenced on January 4, 1952, through the issuance of a special 
NSD Clearfield Instruction No. 1060.1 and followed by a series of training 
conferences for all personnel covering conservation of manpower and materials. 
Particular stress was placed upon proper preservation of materials and equip- 
ment, elimination of waste and hoarding. The Civilian Employees’ Associa- 
tion of the depot, in addition, sponsored a cost consciousness slogan contest to 
stimulate thinking along conservation lines. 

(b) The depot salvage program wherein the following savings were effected 
from January 1, 1952, to July 31, 1952: 

. Reclaimed lumber, 531,888 board feet valued at $19,281. 
2. Shredded paper, 274,844 pounds valued at $3,913. 
3. Serap cardboard, 208,000 pounds valued at $2,080. 
4. Excelsior, 17,200 pounds valued at $516. 
5. Metals salvaged and transferred to the Navy Department are estimated 
as follows: 
60,000 pounds of lead. 
10,000 to 15,000 pounds of brass. 
4,000 pounds of copper. 
6. Elimination of unnecessary copies of outgoing letters, forms, and direc- 
tives approximating: 222,240 sheets at $285.23. 
17. Conservation. 

Question. How many conservation directives have been received from higher 
authority within the past 12 months? 

Answer. Directives on this subject received from higher authority during 
the past 12 months total 5, as follows: 

(a) Management improvement program—BuSandA Instr. 5200.1 of December 
17, 1951. 

(b) Reduction in message traffic—OPNAV Instr. 2110.4 of February 11, 1952. 
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(c) Conservation of manpower, money, materials—OPNAYV Instr. 1060.2 of 
November 24, 1951. 

(d) Paper conservation—BuSandA Instr. 10460.1 of June 12, 1952. 

(e) Salvage and conservation—BuSandA Change 18/9, volume 11, BuSandA 
Manual 


18. Conservation directives received from higher authority 

Question. How many conservation directives have been issued locally within 
the past 12 months? 

Answer. Twelve depot directives on conservation have been issued during the 
cited period, as follows: , 

(a) Reduction in message traffic—NSD Clfd Inst #02100.1A of April 14, 1952. 

(b) Manpower utilization—NSD Clfd Inst #CP 115.2 of May 20, 1952. 

(c) Conservation of manpower, money and materials—NSD Clfd Inst. #1060.1 
of January 4, 1952. 

(d) Navy management improvement program—NSD Clfd Inst. #5200.2 of 
February 5, 1952. 

(e) Paper conservation survey—NSD Clfd Notice #10460 of July 9, 1952. 

(f) Trash and salvable material, ete—NSD Clfd Inst. 11350.1 of September 
20, 1951. 

(g) Paper conservation—NSD Clfd Inst. #10460.1 of June 26, 1952. 

(h) Cost Consciousness Program—NSD Clfd Notice #4890 of April 14, 1952. 

(i) Cost Consciousness Program—(re training of all hands) NSD Clfd Notice 
#4890 of July 10, 1952. 

(j) Cost consciousness program—NSD Clfd Notice #4890 of June 4, 1952. 

(k) Conservation of fuel, power, light, and heat—NSD Clfd Inst. #11370.1A 
of April 1, 152. 

(lt )Paper salvage program; implementation of—NSD Clfd Notice #11350 of 
June 4, 1952. 

19. Conservation directives issued locally 

Question. How are dispositions of excesses and surpluses handled? 

Answer. The function of disposing of all excess, surplus, and replacement-by- 
sale property located on this depot is performed by the Disposal Division. Steps 
in the operation are as follows: 

(a) Supply demand control point or cognizant bureau determines whether 
material is obsolete, excess to known requirements or nonstandard. 

(6) Bureau excess items are reviewed and placed in one of three categories: 
Usable, salvage, or scrap. Usable excess with an $100 acquisition cost, are 
physically inspected and a commercial description written with emphasis on 
condition. 

(ec) The Sulphur Materials Division of BuSandA acts as a clearing point for 
all bureau excesses, and also screens replacement sale property declared by 
Army, Navy, Air Force, and other specified agencies. All property not required 
by the military departments is then reported to the Federal Supply Service for 
screening by other Federal agencies prior to release as surplus. 

(d) Upon determination by Federal Supply Service that material is surplus, 
disposition action is taken by the depot by listing and circularizing to all Gov- 
ernmental agencies within a 100-mile radius, prior to making available for sale 
or donation, in accordance with regulations. 


20. Disposition of excesses and surpluses 

Question. When supplies are shipped from the depot, are they considered 
serviceable? 

Answer. When supplies are shipped from NSD Clearfield, they are considered 
to be serviceable unless otherwise known and noted. 

21. Ready for issue materials 

Question. Have any of the articles in store been reserviced? 

Answer. Many of the items under Ships Parts Control Center H cognizance 
have been made serviceable for use under Programs 54 and 56 during the fiscal 
years of 1950 and 1951. At that time those items were given preservation and 
packaging for long-term storage. 

22. Articles reserviced 


Question. Are substitutions made for nonstandard items requisitioned? 
Explain. 
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Answer. Proceurement of nonstandard materials are not entered into until 
after the requisition has been researched for possible substitution of standard 
items. 

Substitutions are made on out-bound issue invoices based ci stock position with 
the view of minimizing procurements and redistribution action. 

All nonstandard items requested for depot maintenance are researched for 
possible substitution of standard items before procurement. 


23. Substitution for nonstandard material 


Question. Who determines what type of shipping is done, and when? 

Answer. The dopot’s Traffic Branch determines the method of shipment to be 
utilized to meet the required deadline delivery date. The mode of transportation 
is selected from: Rail freight, motor freight, rail express, parcel post, air parcel 
post, air freight, or military air transport. 

High priority shipments are made immediately upon receipt in the Traffic 
Branch. Low priority or routine shipments are consolidated into carload anid 
truckload lots. Material is held for consolidated not to exceed 10 days, to develop 
a minimum of 25,000 to 30,000 pounds loads, in the interest of saving transporta- 
tion costs to the Government. 


24. Determination of shipping method 


Question. On what basis are freight costs determined? 

Answer. The basis of freight costs are established in the regular commercial 
published freight tariffs, on file in the Interstate Commerce Commission office, or 
in the event that a commercial carrier serving the depot has established a section 
22 quotation as permitted under part I of the Interstate Commerce Commission 
Act, those rates which are less than commercial are used. 

In every instance, shipments are thoroughly screened to obtain the lowest cost 
to the Government, in keeping with the deadline delivery date required. Mate- 
rial on a high priority with a long deadline delivery date is consolidated and 
shipped the cheapest way provided the deadline delivery date can be met. 

25. Basis for determining freight costs 

Question. Do you have a policy regarding using various modes of transporta- 
tion aside from the question of costs? 

Answer. Yes. The policy is set by the Assistant Chief of the Bureau of Sup- 
plies and Accounts (for transportation) and is outlined in part I of the Navy 
Shipping Guide, NavSandA Publication No. 6. Briefly, that policy is as follows : 

(a) Any shipment 1,000,000 pounds or over—mode determine by BuSandA. 

(b) Any shipment under 1,000,000 pounds—mode determined by Navy Central 
Freight Control Office. 

(c) Any shipment under 10,000 pounds—Officer in charge, Traffic Branch makes 
determination, 

(ad) Exception to above when storage-in-transit privileges are involved officer 
in charge, Traffic Branch may select mode up to two carloads. Exceeding two 
carloads, mode is designated by Navy Central Freight Control Office. 

(e) Navy policy is to make an equal distribution of shipments to all common 
carriers serving this depot. This is being done. 


26. Policy regarding using various modes of transportation 


Question. What are the current results of the beneficial suggestion and methods 
improvement programs? 

Answer. (a) The methods improvement program since its inception in August 
1951 has produced the following results: 614 proposals for improvement have 
been made, 270 recommendations have been approved, 226 recommendations have 
been rejected, 118 proposals are being investigated, 2,082 employees have been in- 
doctrinated in the program. 

(b) The beneficial suggestion program has been increased as reflected by the 
following comparative figures for 1951 and 1952 to 1 August: 1951 suggestions 
submitted, 282; awards, 97; paid, $5,527.50. 1952 suggestions submitted, 428; 
awards, 169; paid, $6,785. Estimated annual savings: (1951) $148,064.17, (1952) 
$184,554.10. 

27. Beneficial suggestion and methods improvement programs 

Participation in savings bonds.—In May of 1951, NSD Clearfield had 62 percent 
participation in the purchase of savings bonds and stood eighth place among the 
31 12ND activities. Admiral Gillilan suggested to several persons that NSD 
should be able to attain the Minute-Man Award. Industrial Relations appointed 
bond-promotion representatives throughout the depot and Public Information 
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arranged for publicity. The drive was announced to the depot June 1, 1951, and 
was to run for 5 weeks. 

On June 6, 1951, Mr. C. A. Mead, head of the Treasury Department's Payroll 
Deduction Bond System, presented a plaque to Admiral Gillilan for having 
reached the highest mark in bond participation of any major defense installa- 
tion in Utah (62 percent). 

In the Seagull of July 13, 1951, it was announced that the depot had achieved 
90 percent participation. 

On September 5, 1951, Georgia Neese Clark, Treasurer of the United States, 
presented the Minute-Man flag to Admiral Gillilan. We had 90.5 percent 
participation. 

Minute-Man lithographs were framed and given to organizational components 
who had achieved 80 percent. Thermometers were distributed, showing par- 
ticipation of various departments, divisions, and branches. All new employees 
were encouraged to participate at the time of hire. 

By the end of March 1952, we had attained 100 percent. On April 10, 1952, 
Mr. Vernon L. Clark, National Director, United States Savings Bond Division, 
Treasury Department, presented a flag designed by the depot, acknowledging 
our 100 percent participation. Since the end of World War II, NSD Clearfield 
was the first activity with more than 3,000 employees to attain the goal of 100 
percent. 

28. Savings bond participation 

Report of progress in safety during the past yvear—For the past 5 years the 
depot has earned the Secretary of the Navy award for achievement in safety. 
Frequency rate for 1952 to date is 1.57—the lowest in the history of the depot. 
Fifteen departments received safety plaques for 1,000 day no-lost-time-accident 
records. (Over 6,500,000 man-hours.) There have been no lost-time eye in- 
juries since installation of eye program in 1947. A new hearing program is in 
progress which will be a great factor in medical and safety programs; 26 five- 
man teams have been trained in first aid under the disaster program. First aid 
cases have dropped from an average of 103 per month to 65. 


29. Progress in safety during the past year 


Question. What is the current authorized depot mission? 

Answer. Current authorized depot mission as set forth in Chief, BuSandA 
Cireular Letter OL3/4059 A3/NT4—15 A2-6/1. 

The Naval Supply Depot, Clearfield, Ogden, Utah, will operate in an active 
status to: 

(@) Serve as reserve-stock point for the following types of naval material: 
General stores, dry provisions, 55-gallon steel drums, materials-handling equip- 
ment, special electrical fittings, aeronautical stores, photographic material, elec- 
tronic material, ordnance material, submarine material, Bureau of Ships com- 
ponents and repair parts (cognizance symbol 8S), special training devices, mate- 
rial under the cognizance of Bureau of Naval Personnel, and medical stores. 

(b) Serve as reserve-stock point and distribution point for clothing (except 
women’s clothing), and Bureau of Ships repair parts (cognizance symbol H). 

(c) Provide general stores to Naval Air Station, Denver; Naval Ordnance 
Plant, Pocatello; and other activities as directed. 

(d) Serve as storage and issue point for national stockpile materials; in- 
dustrial equipment reserve and other industrial machinery and equipment in 
reserve storage, and the metal-cutting tool reserve program. 

(e) Assemble and store specialized components of advanced. base component 
material as directed by the Chief, Bureau of Supplies and Accounts. 

(f) Identify, clean, and preserve for long-term storage materials on hand. 
Effect minor repairs to materials in store. 

(7) Provide maintenance and repair services to Naval Officers’ Quarters, Fort 
Douglas, Salt Lake City, Utah. 

(h) Serve as minor relay center for such Western States as are assigned by 
the Twelfth Naval District. 

(i) Provides storage of materials for other Government departments on a 
reimbursement of cost basis, as authorized by the Chief, Bureau of Supplies and 
Accounts. 

(j) Provide nontemporary storage for household goods. 

(k) Conduct surplus property disposal functions for Army, Navy, and Air 
Force activities in the Salt Lake City area as directed by the Chief, Burean of 
Supplies and Accounts. 

(1) Serve as a Navy personal effects distribution center. 
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(mm) Provides accounting functions (stores, cost, and appropriation), payroll 
services (civil and military), and savings-bond issuing services for the naval 
supply depot and activities as may be designated by Com-Twelve with concurrence 
of the Chief, Bureau of Supplies and Accounts, 


30. Depot mission 


Status of reports and forms control programs: 
Reports control: Program installed September 1951: 
Status as of July 31, 1952: 


IRIN, I inact tiniiitsi tain soninnrl ngnglapsd mnie i cimgentede ne we 151 
Reports eliminated_ a a a a ae: sa ta ahah 42 
POUR, SUOIIO BT. GOING site tisk net yrntememnments 15 
Estimated savings in man-hours____---_-~-~--~~.- ctiibteliinsg Ailes, a 
June 1, 1949 

to 
Forms control: July 31,1952 
Forms eliminated by consolidation, ete shad ead dla 745 
Forms standardized we Bi aks ae a eee anes 213 
Forms revised : ‘ ; ere a — S4 
Forms added ‘ ee adhe b axhtonss . a 370 
Forms on record as of July 31, 1952 5 ‘ 304 


Number 95 in this category is prescribed by Bureau or other higher 
authority. 


31. Reports and forms control programs 


Question. What has been accomplished in improving the depot’s correspond 
ence methods and procedures during the past 12 months? 

Answer. Major areas of improvement made during the fiscal year 1952 in 
correspondence methods and procedures are as follows: 

1. Outgoing mail.—Eliminated unnecessary checking; improved processing of 
documents; eliminated unnecessary file copies—estimated savings—$1,055.60 
annually, 

2. Incoming mail.—Improved methods sorting ships invoices; routing, indexing 
and delivery services; revised route sheet; improved messenger service; elim 
inated all but the minimum requirement in time-stamping mail—estimated 
savings—$5,929.80 annually. 

3. Internal practices.—Improved distribution of specifications; rearranged 
office layout; procured new labor-saving equipment (addressograph, letter open 
ers); improved filing practice—estimated savings—$2,049.20 annualiy. 


32. Refined correspondence procedures 


Question. What is the current status of the depot’s records disposal program ? 
Answer. 
1. All records are disposed of in accordance with the schedule in BusandA 

Manual, Article 12202. 

2. Shipments are made twice each year to the Naval Records Center; the 
last shipment consisting of 349 boxes was shipped in January 1952. 

3. Temporary storage of noncurrent records is maintained in Storehouse 
D-9 under the custody of the administrative officer. 

4. Departmental records representatives advise the Administrative Sery- 
ices Department when records are to be stored in D-9; shredded or shipped 
to the Records Center. Administrative Services Department follows up to 
insure the disposition schedule is followed. 
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| 33. Records disposal program 


Ogpen Exuterr 3 


REVIEW OF ARMY REPORTING SYSTEM IN SUPPLY AND PROCURE- 
MENT—SUMMARY AND RECOMMENDATIONS, MAY 1951 


DEPARTMENT OF THE ARMY 
OFFICE OF THE ASSISTANT SECRETARY 
Washington 25, D. C. 


Memorandum for: The Chief of Staff. 
Subject : Report on Survey of the Army Reporting System in the Supply Area. 

1. The attached report has been prepared after a thorough survey of the pres- 
ent Army reporting system in supply and procurement, by a team headed by Mr. 
Harold Pearson, special consultant to the Secretary of the Army, who has had 
extensive business experience, particularly in merchandising. He estimates that 
implementation of the recommendations contained in the report will result in 
a saving of 1,750 civilian and military spaces and $7,000,000 annually at the 
present level of activity. The savings would be proportionately greater as ac- 
tivities increase. In addition, the following important aids to management may 
be expected to accrue: improved supervisory structures at all echelons, better 
control of inventories through the consistent use of stock level controls, improved 
statsitical controls of matériel being accumulated for mobilizations, more reli- 
able figures on major items, closer merchandising attention to secondary items, 
and better management knowledge of the status of logistical programs. 

2. It is desired that those recommendations with which you agree be imple- 
mented as rapidly as practicable; that, on those recommendations with which 
you disagree in whole or in part, the interested agencies and Mr. Pearson jointly 
conduct further exploration and study (testing by pilot operations, where de- 
sirable) and, if unable to reconcile viewpoints by 31 July 1951, submit separately 
to this office their respective recommendations; that a schedule of implementa- 
tion also be furnished by 31 July 1951, specifying the staff agency responsible 
for implementing each of the recommendations on which there is agreement and 
the dates of expected partial or full implementation; and that a progress report 
be forwarded quarterly thereafter until the project is completed. Mr. Pearson 
will be available to any staff agency which may have need of his services in con- 
nection with this project. 

3. As soon as tangible progress has been accomplished, it is desired that the 
heads of such staff agencies as you may designate make a presentation to the 
Army Policy Council. setting forth the problems and progress toward solution. 
This presentation will be scheduled not later than August 1951. 


Kart R. BENDETSEN, 
issistant Secretary of the Army. 


CONTENTS 
Introduction 
Evaluation of existing supply records and reports—preface 
Supply reporting in continental armies (ZI) 
Technical services : 
Quartermaster. 
Ordnance 
Chemical. 
Congestion of supply reporting facilities—all technical services surveyed 
Electric (punched card) accounting machines. 
Evaluation of Department of the Army facilities for supervising the Army reporting system 
in supply and procurement: 
Assistant Chief of Staff, G—4, Logistics. 
Comptroller of the Arnry. 
Summary of conclusions: 
Adequacy, reliability, and timeliness of data, and efficiency and economy of processes 
Summary of recommendations: , 
Part I. 
Part IT. 
INTRODUCTION 
Reference 


. 1. Memorandum, Secretary of the Army to the Comptroller of the Army, sub- 
ject: “Special Review of Statistical Reporting in conjunction with surveys of 
three Technical Services,” dated 12 October 1950. 
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Mission 

2. The purpose of the study was to analyze and evaluate the practices and 
systems employed in developing, maintaining, transmitting, analyzing, and pre- 
senting statistical data required for the supply and procurement activity; to 
define the strengths and weaknesses of existing practices and resources; to out- 
line the characteristics of an improved system; and to indicate the specific steps 
which need to be taken in order to achieve that objective. 

3. The supply and procurement operations involved included but were not 
limited to maintenance of inventory records (pricewise and quantitywise) ; 
reporting stock status, usage, and replacement factors; current procurement ob 
jectives; work measurement; costs; modification of equipment; utilization of 
resources other than money and manpower; performance under various types of 
contracts; production schedules delivery schedules; and production expediting 
and inspection actions. 

4. The major statistical activities involved included but were not limited to 
recording of basic data; statistical tabulation of basic data; statistical and 
progress reports; analyses and presentation of program objectives, accomplish- 
ments, and deficiencies at all levels; and use of statistics by management. 

5. The study identifies and describes briefly the planning, programing, sched- 
uling, and control processes and organization employed in each stage of the 
supply and procurement operation at each level. The primary purpose of the 
study, however, was not to appraise and improve those processes, but to appraise 
and define the related statistical reporting and analysis services required. Ac- 
cordingly, the study analyzes and appraises the records, practices, techniques, 
methods, equipment, personnel, other resources, organization, and total systems 
employed in the statistical reporting and analysis activities. 

Procedure 

6. A sainpling technique was employed, wherein fifteen test items were selected 
as typifying different procedures in three Technical Services—Quartermaster, 
Ordnance, and Chemical, and the records and facilities of reporting of these 
test items were studied at all related Army levels—i. e., Department of the Arm) 
and selected class II procurement offices, stock control offices, depots, arsenals, 
Overseas Supply Division (G—4), and Air Force (on cross-service matters) ; also 
in an Army Headquarters and in selected Troop Units in Posts, Camps, and Sta- 
tions, and National Guard and Organized Reserve Corps Units. 

7. At each installation surveyed, the supervisory personnel and segments of 
the working staffs were interviewed; organization and flow-of-work charts were 
obtained or drawn; and related records and reports were examined by reference 
to original documents and to Stock on Hand, where applicable. 

8. Three teams of three men each devoted ten weeks to the field fact-finding 
phase of the review. A total of eighty-two separate surveys were conducted, and 
the results summarized herein. All survey reports are thoroughly documented, 
and all details in support of this report are available for analysis in the Man- 
agement Division, Office, Comptroller of the Army. 


EVALUATION OF EXISTING SuppLY Recorps AND Reports 
Preface 

9. The basic concept of the Army Supply Reporting System requires the 
maintenance of a perpetual inventory of each one of the thousands of items 
carried in the Supply System. This requires scores of millions of stock ac- 
counting entries in order to record each transaction and strike off balances 
on hand, by items, by condition, and by accounts. The same basic records are 
maintained for issues valued at one cent as for those valued at many thousands 
of dollars. This procedure is based upon (1) the implied audit requirement of 
item accountability, (2) the necessity of reporting historical data for guidance 
of remote centralized stock management, (8) the practice of editing requisitions 
for stock availability before they are sent to warehouses for filling, and (4) the 
assumed necessity for keeping stock balances by accounts. 

10. The organizational structures of the Supply System in two cf th: Technical 
Services surveyed are based upon the principles of almost complete centraliza- 
tion of responsibility for Supply Management. In the third ‘Technical Service 
surveyed, the principles of almost complete decentralization are applied. Vol- 
umes of reports ou current stock conditions and historical background flow to 
designated stock-control points, from which requirements are computed and pro- 
curement actions initiated. These points are also the central clearinghouses for 
handling extracts of items which the mission depot cannot fill, and leveling stocks 
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between depots. In two Services surveyed, Commanders of depots and arsenals 
are virtually without authority in stock replenishment at their installations. 
The third Service surveyed assigns responsibility for stock replenishment of 
certain items to Depot Commanders by permitting them to place requisitions 
with Stock Control Offices, while leaving the basic responsibility for Supply 
Control in the Stock Control Offices. 

11. The principles which underlie the present Army Supply Reporting Systems 
are substantially those which were developed during World War II to guide and 
control a procurement program which reached a peak of $23 billion in fiscal 
year 1945. The procurement programs were subsequently reduced by about 
94 percent to an average of about $1.3 billion in the next five years (1946-50). 
With exceptions to be noted later in this report, the resulting budgetary limita- 
tions and dispersion of skilled staffs, combined with general inattention, has 
permitted serious deterioration in the Systems’ administration and coverage in 
this area. 

12. The presently accelerated procurement program will increase by tenfold 
or more the burden upon the Army Supply Reporting System. The evaluations 
and recommendations contained in this report are based upon the criteria of the 
reporting requirements of this accelerated procurement program. 


SUPPLY REPORTING IN CONTINENTAL ARMIES (ZI) 
Introduction 

13. The Army Stock Accounting and Reporting Systems (ZI) have two distinct 
subdivisions : 

(a) Depot stocks (Class IT). 

(b) Equipment in stations and in the hands of troops (Class I). Class II 
Installations are commanded by the Chiefs of the respective Technical Services, 
under guidance of the Assistant Chief of Staff, G-4. Class I Installations are 
commanded by the respective Army Commanders, who report to the Department 
of the Army. 

14. Responsibility for requisitioning, storage, and issue of supplies and equip- 
ment in Zl armies is assigned to Army Commanders, although as a matter of 
practice requisitions flow from the installations directly to the Class II sources 
of supply. In the Continental Army surveyed, the responsibility for supervising 
the Supply record systems was executed through the respective Technical Service 
Officers under the G—4 officer at Army Headquarters—guided by the Office, Assist- 
ant Chief of Staff, G-4. The only statistical data regularly available at Army 
Headquarters for the supervision of these activities is the Equipment Status 
Report (GSGLD 212). This report is also the principal stock reporting statis- 
tical link between Stations and Units (companies, batteries, ete.) in ZI Armies 
and the Department of the Army. 

15. The report shows, by Unit, the respective Tables of Organization and 
Equipment interpreted into total allowance, that interpreted into operating 
allowance, and actual on hand. It covers about 8,500 selected items. The data 
it contains are one of the elements in computing procurement requirements 
(Supply Control CSGLD 28 R4). It provides the index to Matériel Combat 
Readiness, and is the only regular source of information as to the Equipment 
Status of individual Units. Since assets in use generally exceed those in Depot 
Stocks, this report is an essential and important link in the Army Reporting 
System of Supply and Procurement. 

Extent of survey 

16. Forty-one Troop Units (companies, batteries, ete., including ORC and 
National Guard) were surveyed, covering four camps and one National Guard 
Command. In each Troop Unit the quantities of test items on hand were counted 
and compared with Company Property Records, with proper verification of quan- 
tities at laundries, ete. This physical count of quantities on hand was then 
reconciled with quantities reported on the latest Equipment Status Report (212) 
by verifying changes since the date of that report. Normal conditions were 
probably witnessed because care was taken to prevent enough advance notice to 
permit alteration of normal conditions by Units to be surveyed. In two instances 
surprise show-down inspections were utilized. 

17. In ten Stations the stock records were examined and physical counts taken 
of test items on hand. The results were compared with quantities shown on 
the latest Equipment Status Reports, properly reconciled. Test segments of 
Station Memorandum Receipts were examined and reconciled with the Troop 
Units affected. 
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18. The result of these examinations were reviewed with the respective Com 
manders, and summaries were reported to the Comptroller of the Army surveyed. 
Liaison officers from the Army Headquarters accompanied the Survey Teams. 
Troop unit records and reports 

19. Upon activation, each Troop Unit (Company, Battery, etc.) is required to 
record issued property in Company Property Records, and to record therein all 
subsequent changes. At the end of the first month of activation, they are 
required to prepare an initial inventory of certain property on hand, to make for 
these items, their own interpretations of the applicable Table of Organization 
and Equipment, as modified, to determine total allowance: to interpret other 
instructions, as modified, to determine operating allowance. These figures are 
reported directly to the Machine Records Unit at Continental Army Headquarters, 
without intervening review. 

20. The Army Headquarters’ M. R. U. prepares EAM listings of these data, 
By the end of the next month, copies of these listings are routed directly to 
the Troop Units, where they are supposed to be brought up to date by scratching 
out last month’s figures and inserting new ones to reflect any changes during 
the month. The corrected reports are then routed directly back to the Army 
Headquarters’ M. R. U., without supervisory attention. 

21. If items to be reported were accidentally omitted from the initial inventory, 
there is nothing in the system that will bring this omission to attention, and the 
omission may continue without correction. 


Bramination of troop units’ records and reports 


o» 


22. Physical counts of test items on hand in forty-one Troop Units, and com- 
parison with Company Property Records, disclosed no significant differences. 
Comparison of physical inventories with quantities on hand as reported in the 
Equipment Status Reports (212) showed no errors. Because of incomplete 
files and errors in interpreting TO/E, and oversights in setting up initial inven- 
tories, errors of omission were frequent—being as high as 57 percent and 80 
percent in the areas surveyed. For example: four batteries in one battalion, 
all identical in strength and mission, differed.in interpretation of TO/E (as 
modified) on 50 percent of the Ordnance Items reported. In another instance, 
infantry companies reported TO/E authorization of substantially more bayonets 
than rifles and carbines to which to attach them, whil other identical companies 
reported TO/E authorizations for bayonets and/or scabbards as zero. 

23. Since the reports are routed directly from Troop Units (companies, bat- 
teries, etc.) to Army Headquarters, and there placed into the reporting stream 
without review, the inaccuracies caused by omissions are carried through to 
top-level Department of the Army reports with no greater responsibility than 
that of the Company Commander who prepared the initial entries. 

Conclusions re troop units’ records and reports: 

24. Company Property Records appear to be maintained with generally 
acceptable accuracy. On Hand figures appearing on the Equipment Status Re 
ports are of acceptable accuracy. The frequency of omissions cause these reports 
to materially understate assets in the hands of troops. Frequent erroneous inter- 
pretations of TO/E destroy the value of these reports as guides to the relative 
Iiquipment Status of individual Troop Units. 


Station stock records and reports: 


25. Stations report their stock conditions in much the same manner as de- 
scribed for Troop Units, except that the reports include figures reflecting quanti- 
ties “due in” on “Memorandum Receipt” and “Stock Level,’ as well as “On 
Hand.” The Stock Level figures are generally approved by liaison teams from 
the respective Class II depots. 


Examination of station stock records and reports: 


26. In the ten Stations examined, one had significant errors in reporting 
Stock on Hand on the 212 Report, and another had a large error in reporting 
the quantity on Memorandum Receipt. Due In and Stock Level figures were 
occasionally omitted, and there was one instance of a major oversight in inter- 
preting instructions on items to be included in the report. With one exception, 
the Station Stock Records themselves appear to be maintained with workably 
acceptable accuracy. In the exceptional case (a Quartermaster Station almost 
undecipherable records were dated as of the dates posted, rather than as of the 
dates of transaction, and could not be reconciled with stock on hand, No super- 
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visory service had detected this obviously bad practice, and there appeared to 
be no established facility for training. 
Conclusions re station stock records and reports: 

27. Omissions of some required figures, and a few errors in the On Hand and 
On M. R. figures, cause the 212 reports to be considered as somewhat less than 
reliable sources of information on Station Stocks and related data. Station Stock 
ltecords are reliable, except in one Station. 

Continental Army Headquarters’ records and reports 

28. The Army Headquarters’ Machine Records Unit prepares the tabulated lists 
for the Equipment Status Reports, sends them to Troop Units, receives the cor- 
rected copies from the Units, punches cards for the corrected figures, duplicates 
the corrected decks of cards for submission to the Department of the Army, and 
circulates a copy of the corrected lists among the Technical Services’ Officers at 
Army Headquarters. The MRU assumes no responsibility for the accuracy of 
these figures beyond that of the mechanically accurate compilation of data re- 
ceived from posts, camps, and stations. 

29. Responsibility for the policing of these reports is chargeable to G—4 and 
Technical Services officers at Continental Army Headquarters. 


Examination of Continental Army Headquarters’ records and reports 


30. In the Continental Army surveyed, the Headquarters’ G4 and Quarter- 
master, Ordnance and Chemical Corps’ officers were interviewed and some of the 
current months’ 212 reports reviewed. The affected personnel of the Office of 
the Continental Army Comptroller were interviewed. 

Conclusions re Continental Army Headquarters’ records and reports 

31. The Continental Army Headquarters’ G—4 and Technical Services’ officers 
appeared to lack the staff facilities with which to execute their responsibility for 
policing the accuracy of 212 reports. The Comptroller of the Continental Army 
surveyed had made no interpretative use of the 212 reports. There was nv 
apparent program of guidance in training and supervision of persons engaged 
in preparing the 212 reports. The time lag is excessive. For instance, G—4’s 
Combat-Essential Matériel Report issued as of 31 December 1950 showed Assets 
in Stations and Troop Units as of 30 September (Ordnance and Chemical), 15 
July (Quartermaster), and as long ago as 31 March 1950 for National Guard 
Units. 

TECHNICAL SERVICES—QUARTERMASTER 
Introduction 


2” 


32. The Quartermaster supply system is operated through seven Accountable 
Depots and thirteen Storage Depots. All stock records are maintained at the 
seven Accountable Depots, which report stock conditions to ONE CENTRAL 
stock Control Office. Procurement Directives emanante from this ONE source 
and all procurement contracting and follow-up actions are performed at THREE 
Procurement Offices. There are only minor exceptions to these general practices. 

33. The Supply and Procurement record-keeping activities of the Quarter- 
master Corps are thus organized upon the principles of centralized management 
and control of stock replenishment, with Depot Commanders responsible only 
for the physical aspects of depot operations. 

Eztent of survey 

34. All activities related to Supply and Procurement record keeping and re- 
porting of the test items were analyzed at Procurement Offices in New York and 
Chicago, which perform about 95 percent of all procurement; at the Utah Gen- 
eral Depot, which, because of FECOM activities, is currently responsible for 
stock record keeping on about 40 percent of the total Quartermaster tonnage 
received and shipped ; and at OQMG activities which guide and control the entire 
Supply System. 

35. All Supply records and reports pertaining to test items were test-checked 
by verification with a representative number of original documents, selected at 
random, and by reference to physical stocks, where applicable. Representative 
Segments of both the supervisory and “working” personnel were interviewed at 
each installation reviewed. Related organization charts and “flow of work” 
charts were obtained or drawn for each installation surveyed. Manualized in- 
structions were studied. All data were verified for technical accuracy by tech- 
nicians in OQMG. 
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Depot records and reports 

36. At Accountable Depots, an Electric Accounting Machine (EAM) card is 
punched and verified, to contain the complete details of each transaction of every 
nature. These original cards form the basis of all related records in the entire 
Quartermaster reporting system. Therefore, the accuracy of this initial punch- 
ing is the key to the accuracy of all related reports. 

37. A Depot Transaction Register is run from these cards as frequently as 
needed to establish new balance cards. This listing is the basis for audit of depot 
accountability, by the Army Audit Agency. 

38. Using these same cards, a monthly Depot Transaction Analysis Report is 
run as a historical record, and for guidance of depots and OQMG in establishing 
stock levels, and for use in preparation of the Supply-Demand Study. 

39. The pivotal “working” report in the Quartermaster Supply System is the 
Depot Stock Availability Report. Prepared weekly by each Accountable Depot, 
it shows, for all items, On Hand, Due In, Due Out, and Stock Level—by Location, 
Account and Condition Codes. 

40. Subsidiary “Due In” and “Due Out” listings are prepared weekly for local 
use by stock editors in identifying documents, determining “due” dates and for 
follow-up actions. Once each month, these listings are reconciled with original 
documents. 

41. A Station Stock Status Report and Requisition form is prepared bimonthly 
on all non-perishable subsistence items. The concept of this system appears 
sound. 

42. A Depot In Transit Report is prepared monthly by each Accountable Depot, 
and consolidated at OQMG. This report appears to have no use at depot levels, 
but is used at OQMG to determine assets in transit between depots. OQMG con- 
siders this report as being assential to stock fund and financial accounting, and, 
as such, required by Public Law 216 (81st Congress). 

Haeamation of depot records and reports: 

43. A thorough audit of 240 random documents recorded in EAM records dis- 
closed no errors of any kind in mechanically recording the data appearing on 
the documents. In two “Due In” documents, however, serious errors were noted 
in the documents themselves, only one of which was corrected in the subsequent 
week’s reports. 

44. All open Due In and Due Out documents, on test items, were reconciled with 
applicable reports, disclosing the two errors previously noted (par. 48). On 
Hand figures were substantially verified by observation. For broader coverage, 
inventory differences were recorded on 700 random items, with significant differ- 
ences in 4 percent of the items checked. Stock level tigures were consistently 
recorded but appeared to have little relationship to stock on hand and subsequent 
procurement activity. 

Conclusions re depot records and reports: 

45. The results of the foregoing audits and test-checks indicate that these 
reports are prepared with only commercially normal error conditions which will 
not impair their usefulness at other levels. This general approval does not 
extend to include an endorsement of the accuracy of stock figures by codes desig- 
nating various “conditions” and “accounts.” An excessive degree of subdivision, 
particularly by accounts, causes a great many “adjustment” entries, and is con- 
ducive to delays and errors. For example: in one active shoe number, “adjust- 
ment” entries accounted for 21 percent of all entries. Stock level figures are not 
consistently maintained in accordance with SR TS0-40-1 Section II 4 (1) (2). 

46. Ip many depot operations there was observed what frequently appeared 
to be excessive attention to accuracy of minute details on which normal clerical 
inaccuracies would not affect the practical utility of the figures as guides to 
procurement and distribution. This creates a tendency to oversystematize, with 
resulting added costs. 

47. The preparation of the Station Steck Status Report (Subsistence) is not 
efficiently done. This involves the bimonthly preparation of about 150 lists of 
250 items each—using the EAM tabulator as a typewriter. In this way EAM 
tabulators are annually used to prepare almost 2 miles of tabulation, whereas 
equally useful forms could be prepared by a mimeograph machine in a fraction 
of that time—and with the use of about 75 percent less paper. 


Procurement Office records and reports 


48. At QM Procurement Offices, EAM cards are punched for all details of all 
procurement directives and contracts awarded, including delivery schedules. 
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EAM cards are also punched to record actual deliveries—using copies of Shipping 
Documents as source of data. From these cards is run a Procurement Status 
Report showing, in comparative tabulation, the monthly quantities on Procure- 
ment Directives and on contracts awarded, the quantities delivered, and the 
quantity ahead or behind schedule. 

49. From these cards is also run an Item Delinquency Report, which lists, by 
contractor, all contracts on which deliveries are behind contract schedule. The 
Procurement Offices then identify the contractors, show codes indicating the 
reason for the delinquency, an destablish an estimated or firm date on which 
cumulative deliveries will be brought up to contract schedule. Copies are fur 
nished all depots and the Air Force as guides to the realistie establishment of 
“Due In” dates. 

50. A quarterly Distribution Order and Forecast Report is prepared on “sized” 
items for use in balancing stocks and to guide procurement. QM repair activities 
are reported monthly. 

Kramination of procurement records and reports 

51. All entries relating to test items in the Procurement Status and Item 
Delinquency Reports were audited for a 3-month period by reference to original 
documents. There were no errors in recording Procurement Directives, one large 
error (corrected the following month) in recording contracts awarded, and one 
minor error in recording deliveries. 

52. The quarterly Distribution Order and Forecast Report on “sized” items 
was not within the scope of this survey. No errors were detected in an examina- 
tion of fifty documents covering repair activities. 

Conclusion re procurement records and reports 

53. The records in QM Procurement are appraised as being reliable, timely, 
and complete in coverage. In fact, they are an outstanding accomplishment in 
the economical preparation of hard-hitting, “working” reports. Two minor ques- 
tions are raised in this otherwise excellent reporting system. Under existing 
conditions of tight supply of many items, the Item Delinquency Report probably 
should be annotated for all delinquencies rather than only those delinquent more 
than thirty days. The eighteen codes used to designate reasons for delinquency 
are too numerous, conflicting, and overlapping. 


OQMG records and reports 

54. At OQMG, the Quartermaster Stock Accounting Office (QMSAO) regularly 
summarizes the Stock Availability Report as a basis for the computation of 
requirements: as a guide to the handling of Extracts, Inter-depot and Inter- 
account transfers; and as a basis for the Supply-Demand Study and the Supply 
Control Studies. The Station Stock Status Reports on nonperishable subsistence 
are summarized to establish stock levels, plan menus, and institute procurement 
action. 

55. The QMSAO summarizes reproduced decks of cards into a Consolidated 
Stock Analysis Report (for the Supply-Demand Study) and a consolidated report 
of Issues, which is primarily a dollar accounting report, and, therefore, beyond 
the scope of this survey. 

56. The Consolidated Inter-depot In Transit Reports are prepared to record 
assets which would otherwise be temporarily not of record. 

57. Quartermaster is the only one of the Technical Services surveyed to use 
an KAM “Supply-Demand Study” type of form as a basis for over-all long-range 
stock management, and as an interim step in the preparation of the “Supply 
Control Studies.” This appears to be a convenient and economical method of 
assembling widely scattered data. 

58. Excepting only the Supply-Demand and Supply Control reports, all records 
and reports in the Quartermaster Supply System are prepared on Electric Ac- 
counting Machines, or by Facsimile Posting, direct from EAM reports. No 
hand-posted records are maintained. All EAM procedures are fully described 
in detail in printed manuals, and accuracy controls specified. An impression of 
excessive attention to minute details of accuracy in matters of little consequence 
is created in some areas. 

59. OQMC, Logistics Branch, assumes responsibility for staffing, training, and 
supervision of all EAM units in that Service. They maintain potential reserves 
of trained men (new about S0—not on QM payrolls) for field assignment, and 
have additional reserves spotted in industry. Supervisory teams visit each 
installation of every 60-90 days, and EAM supervisors meet at OQMC three times 
a year for group guidance. 
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Examination of OQMG records and reports 

60. The methods used in preparing consolidated reports by using mechanically 
reproduced decks of cards were examined without detection of any practices 
which would cause errors in a completely mechanized process. 

61. The methods used in preparing Supply Control reports covering Test 
Items were examined and, where practical, the figures and computations were 
audited. No mathematical errors were detected. As in all Technical Services, 
there is a sizeable area of omission of assets in transit to Stations, but, since this 
is a consistent omission, its absence does not impair the utility of the report. 
Conclusions re OQMG records and reports 

62. Reports flowing into the Office of the Quartermaster General for its use 
in management of the Supply System are appraised as being generally accurate 
enough to meet all practical requirements. The frequency of their issue appears 
to meet all needs, and the lapse between cut-off dates and issue dates is not 
excessive. They appear to be complete in coverage of all areas within the direct 
responsibility of the Quartermaster General. The reports are generally under- 
stood at all levels, and interpretations are uniform. Stock level figures are 
not maintained in accordance with SR 780—40-1 Section II 4 (1) (2). 

63. The organizations which accumulate, record and report Supply data in 
the Quartermaster Corps are adequately equipped and generally well trained iti 
their respective functions. The quantity and quality of personnel appears to be 
adequate, and some reserves of trained people are available. Procedures are 
thoroughly detailed in manual form, and provide enough “check points” to 
accomplish working accuracy of records and reports. Supervision is complete, 
thorough and consistent. The engineering of records, reports and systems 
appears sound, 

TECHNICAL SERVICES—ORDN ANCE 
Introduction: 

64. By every accepted standard of measurement, the Ordnance Corps is the 
largest of the Technical Services, and, in many ways, has the most difficult 
supply and procurement record-keeping problems. Inherent in the Ordnance 
Corps are many specialized and technical problems of greater dimensions than 
those in other Services—manufacturing, rebuilding, modification, maintenance, 
spare parts. ammunition, surveillance, etc. 

65. In the Ordnance System, forty-three supply installations report supply 
data to seven stock control points—many to two or more control points. Six of 
the supply installations are assigned a general supply distribution mission; 
eight are assigned an ammunition distribution mission; and five are assigned a 
general supply key mission; others are used as relatively inactive storage points. 
National procurement action is initiated by the seven stock control points in the 
form of requisitions submitted to procurement offices. All supply installations 
effect local purchase for certain operating supplies and equipment. Nine of 
the general supply key and distribution depots are authorized to effect local 
purchase of stock items for issue to supported activities. The fourteen District 
offices, some arsenais and other points preform procurement, inspection, delivery 
follow-up. and other vendor relationships. Stock status of about 1,250 major 
items is reported to OCO and about 500 Anti-Aireraft Artillery and Fire Control 
major items to Frankford Arsenal. Ammunition items are reported through 
channels which. differ from General Supply reporting channels. The Ordnance 
Corps thus utilizes three distinctly different channels of reporting, i. e., major 
items, secondary items, and ammunition, with major items subdivided between 
OCO and Frankford Arsenal. 

66. In this way, the Ordnance organization structure is based upon the 
principles of almost complete decentralization of operations and records. 

67. Direction of this complex system is accomplished by the Chief of Ordnance 
through two Staff Divisions—Industrial Division and Field Service Division. 
The Industrial Division has staff responsibility for the planning and supervision 
of procurement, production, inspection and acceptance of virtually all Ordnance 
matériel. Its Operations Branch supervises District Offices, procurement pro- 
grams and procedures, and procurement reports. Its Production Service Branch 
has certain technical interests in the manufacturing field. There are four 
Commodity Branches—Ammunition, Artillery, Automotive and Small Arms— 
supervising Procurement and Production. The Field Service Division is re- 
sponsible for storage, maintenance, distribution and supply control at field 
installations with Branches for General Supply, Ammunition, Maintenance, 
Requirements, and Operations. 
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Extent of survey 

68. Stock records and reports on test items were examined in two of the six 
General Supply Distribution Points, two of the eight Ammunition Distribution 
Points, one of the five General Supply Key Mission depots, four of the seven Stock 
Control Points, four of the six manufacturing arsenals, one of the thirty manufac- 
turing installations, two of the 27 Ammunition Reserve depots, and one of the 
14 District Offices. At all applicable points, records and reports on test items 
were checked by reference to original documents and, where practical, to the 
stock on hand. Instruction manuals were examined, organization and flow 
charts obtained or drawn, personnel interviewed, and specimen transcripts of 
records taken. 
Depot ammunition records and reports 

69. After being vouchered and edited, ZI requisitions are posted to locally 
improvised records of ammunition “credits.” All types of transactions are then 
manually posted to standardized “Lot and Location” and “Stock Record” cards. 
The Stock Record cards thus become, in effect, both a Depot Transaction Register 
and Stock Availability record. By an ingeniously designed form, carbon copies 
of the Stock Record card entries are sent to the Stock Control point weekly. 
“Due Ins” are not recorded at depot level. ‘“Due Outs” are interpreted to mean 
only ammunition obligations (credits) to using units. “Stock Level” figures are 
not established at depot level. 


Examination of depot ammunition records and reports 

70. The foregoing records pertaining to test items were examined at two 
Ammunition Supply installations. In one depot, one minor error was observed. 
In the other, delays as long as six months in posting bomb surveillance reports 
resulted in the substantial understatement of assets in Condition 1 Serviceable. 
Believing that this statement might be misinterpreted, the Office, Chief of 
Ordnance requested a re-survey and delegated two Ordnance Officers to work with 
the Survey Group in a re-inspection of the subject records. The re-survey 
confirmed the fact that substantial errors existed between Lot-Location-Condition 
records and the Stock Record which is the basis of national stock control, and 
corroborated findings that records were maintained in a very loose manner, 
Ordnance Officers expressed the opinion that a reporting delay of current condi- 
tion quantities on this particular item, while not an acceptable practice, would 
not materially affect the issue potential of the overall quantity. 


Conclusions re depot ammunition records and reports 

71. The ammunition record and reporting system at the depot level is appraised 
as fundamentally sound and capable of producing accurate and timely reports if 
all source data are promptly posted. Some local improvisations and inefficiencies 
indicate lack of training and field supervision of depot stock record-keeping 
activities. 

Depot “major item” records and reports 

72. The designation of “Major Item” is assigned to about 1,750 items, some 
“nonregulated” and some “regulated.” On nonregulated items, requisitions flow 
from the requesting units to distribution depots, where stock records are checked 
for availability. If stock is available, shipment is made and manually recorded 
on Stock Record cards. If not available, the item is extracted to the applicable 
Key Depot for shipment from some other point within the National Supply 
System. On regulated items, requisitions are routed by the receiving depot to 
one of three Key Depots for authority to ship. This authority is given by the 
applicable Key Depot, except for all vehicles and certain other selected items, 
where shipping authority resides solely with OCO. 

73. All Major Item transactions are manually posted to stock record cards, 
Which differed in form and arrangement with each depot visited. The same 
data from the same original documents are typed to a Monthly Major Item 
Status Report, which is sent to the applicable one of three Key Depots. This 
report is in the nature of a Transaction Register with stock balances brought 
forward. It does not provide for the reporting of “Due In,” “Due Out” or 
“Stock Level” figures. “Due Outs” are recorded locally to reflect only unfilled 
orders. “Due Ins” are not formally recorded. “Stock Level” figures are not 
consistently established and recorded as required in SR T80-40-1, but do appear 
on “requisitions” sent to Stock Control points by depots. Stock management 
is accomplished, in part, by depots placing “requisitions” with Stock Control 
points, and, in part, by actions initiated at the Stock Control points. 
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Examination of depot “major item” records and reports 

74. Due to cut-off procedures, the realistic records of available assets on the 
Major Item Record Cards frequently show a balance differing from that reported 
for that date to the Stock Control point. Posting procedures are clumsy, and 
make reconciliation difficult. 
Conclusions re depot “major item” records and reports 

75. Because of the foregoing inconsistencies, local adaptations, repetitive hand 
postings, and unclear cut-offs, the Major Item Status reports, while timely, are 
not reliable sources of data as to available assets. Manuals are inadequate and 
there is no program of training and supervision. 
Depot “secondary item” records and reports 

76. The record system on Secondary Items begins with a hand-posted Avyail- 
ability report, which, in most installations observed, was a nonstandard form 
without columnar headings. Where available, EAM equipment is used in pre- 
paring stock records on Secondary Items. In such places, full details of all 
transactions are punched into cards which are first used to prepare a “Control 
Register” and are then summarized and used to run monthly Stock Status 
reports. Except for two Coast depots which were exchanging reports, these 
Stock Status reports are not circulated outside the preparing depot. A repro- 
duced deck of cards is sent monthly to the applicable Stock Control point. Where 
EAM is not available, manually posted Stock Record Cards are maintained. 


Reamination of depot “secondary item” records and reports 


77. Records and reports covering test “Secondary Items” were examined at 
two installations. At one installation one minor error was observed in the 42 
transactions examined. At another installation one large arithmetical error in 
computing Availability was noted. At this same installation stock balances 
shown on the Availability record differed widely from those shown on the Stock 
Record, and both of those differed from balances shown on the Stock Status 
report. These confused conditions were caused by cut-off practices which were 
ut variance with instructions—and instructions which, in themselves, set unat- 
tainable cut-off and reporting date requirements. In this case the installation 
cut-off was from nineteen to twenty-three calendar days before the cut-off dates 
specified by OCO. The resulting reports to applicable Stock Control points bore 
no relationship to actual stock conditions as of the date of the report. 


Conclusions re depot “secondary item” records and reports 


78. The loose and informal methods of recording Availability data and the 
confusion of widely differing cut-off dates create unreconcilable figures which 
cannot be considered as reliable sources of information on Secondary Item stock 
conditions, Instruction manuals are not adequate, and no organized training 
and supervision are available. 

Key depot records and reports 

79. Ordnance uses five depots, designated as “key” depots, to perform certain 
limited “national distribution” functions. These Key Depots (rather than the 
Stock Control points) execute the “extract” system. For a few regulated Major 
Items, the key depots route the requisitions to OCQO; for other regulated items 
they authorize shipment. For nonregulated major items they extract requisi- 
tions to distribution depots. While outside the scope of this survey, these pro- 
cedures appear to be conflicting, sometimes confusing, and lack sharp, clear lines 
of responsibility for stock conditions at depots. Key depot records consist of 
manually posted details of all transactions affecting Major Items for each instal- 
lation stocking those items. In addition, Key Depots receive monthly Major 
Item Status Reports from all applicable installations, and, for some reason, com- 
pletely retype all of the details appearing on the MISR reports and summarize 
the figures. On Secondary Items the one installation examined utilized records 
of the adjacent Stock Control point to guide “extracting” actions. 


Examination of key depot records and reports 

80. Records pertaining to test items were examined at one Key Depot, and 
no errors were found. 
Conclusions re key depot records and reports 


81. The practice of retyping all details appearing on Major Item Status Reports 
is an extravagant waste of time and money. Other Key Depot records are 
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adequate, but largely duplicate data in Stock Record offices and raise the question 
as to the necessity for using Key Depots rather than Stock Control Offices to 
perform these limited missions. 


Stock control point records and reports 

82. The Ordnance Supply System operates through seven Stock Control Points 
(including OCO). Except in the field of ammunition, the Stock Contrel Points 
visited receive monthly Stock Status Reports (or reproduced decks of cards) 
from applicable Supply Installations, prepare Consolidated Stock Status Reports, 
manually post these to card records maintained for each installation (in one 
instance), manually post consolidated figures to other cards, compute require- 
ments, and initiate Purchase Directives. In some instances, Stock Control Points 
negotiate purchase contracts. In most cases, this procurement activity is 
delegated to Ordnance District Offices. 

83. While Stock Control Points compute National requirements for procure 
ment purposes, Ordnance looks to Commanders of Supply Installations to place 
in a timely manner with Stock Control points, requisitions for needed stock 
replenishment. Stock Control Points frequently order inter-depot transfers to 
“level” stocks, In this way, responsibility for maintaining desired Stock Levels 
at Supply Installations is divided between local Commanders and Stock Control 
Points. The areas of responsibility are not clearly defined, seem to overlap in 
some ways, and appear to be the source of some confusion. 

84. Three field Stock Control Points were analyzed. One manually posted 
both the Installation and Consolidated Stock Status Reports on locally designed 
ecards. At another, the Consolidated figures are manually posted to a series of 
locally designed cards which also provide the basis for computation of require- 
ments. In the third (Ammunition) the EAM Consolidated Stock Status Reports 
are used to guide these activities. 

85. The practices of establishing and using “Stock Levels” to guide distribution 
varied between each installation visited. At one Supply installation, the sum 
of the last 38 months’ issues plus Base Shop Level is variously called “Control 
Level” and “Depot Stock Level.” This is reported to the Stock Control Point 
only when short supply requires the placing of replenishment requisitions, At 
two other Supply installations visited, Steck Level figures were not in evidence 
on any record or report. One of the Stock Control Points visited made its own 
computations of depot Stock Levels, but did not record these in any manner. 
Another Stock Control Point operated entirely without depot Stock Levels. The 
Major Item Status Reporting System contains no provision for computing or 
recording Stock Levels. 

Examination of Stock Control Point records and reports 

86. All current entries pertaining to the posting of test item data 
were examined at one Stock Control Point, with one minor error noted. The 
formulae used in computing requirements were of uncertain origin, and were not 
consistently applied. At another Stock Control Point, a badly confused EAM 
report was found to have been accurately posted to cards. At a third place, 
where only the EAM report was used, no errors were observed. 


to ecards 


Conclusions re stock control records and reports 

87. Reports reaching Stock Control Points, and records maintained at these 
Points, are frequently incomplete, confused, and inadequate to guide these Points 
in their prime Mission of initiating timely Procurement actions. Areas of re- 
sponsibility for maintaining balanced stocks are not clearly defined. The direc- 
tives for establishing and using “Stock Levels,” as set forth in SR 780-40-1 
(Stock Control and Supply Procedures) are not consistently complied with in 
Ordnance. There appeared to be no program for training and supervising Stock 
Control Point record-keeping activities. Since these records guide all stock 
replenishment procurement, the lack of training and supervision is a major 
defect. 
District Office records and reports 

S88. Fourteen District Offices perform certain inspection, delivery follow-up, 
and other vendor relationships—reporting direct to OCO. These District Offices 
may be assigned Procurement missions, at the option of Commanders of Stock 
Control Points and arsenals. On Ammunition and Major Items, a report of 
“Production Schedules and Estimates” is made monthly by correcting entries 
on typed data supplied by OCO. On Secondary Items, a “Forecast and Prog- 
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ress” report is typed monthly and submitted to the respective Stock Control 
Points, showing Acceptances (monthly and cumulative) and Forecasts of Ac- 
ceptances. 
Eramination of District Office records and reports 

89. This survey included “on the ground” examination of the activities of 
only one of the fourteen District Offices. At this office all records were main- 
tained manually, reflecting the procurement, inspection, and acceptance of items 
under contract with producers in that immediate area. These records were com- 
plete in that they reflected the reports of contract officers, inspectors, and staff 
personnel. Examination of reports furnished by District Offices to Stock Control 
Points disclosed no obvious errors. 


Conclusions re district office records and reports 


90. The over-all record-keeping procedures on procurement and manufacturing 
appear to meet all needs at all levels, but lack uniformity. The data provided do 
not permit the establishment of realistic “Due In” figures at Supply Installations. 
The hand-posting methods and individually-typed reports are expensive and 
probably not conducive to rapid expansion. 

Office, Chief of Ordnance, records and reports 

91. The Office, Chief of Ordnance, is the Stock Control Point for about two- 
thirds of the 1,750 Major Items—the others being handled at Frankford Arsenal. 
OCO is the sole shipping authority on all vehicles and certain other “regulated” 
Major Items. The statistical data which guide these activities are contained in 
the Consolidated Ammunition reports, Major Item Status Reports, and reports of 
“Production Schedules and Estimates” previously discussed. 

92. The Field Service Division of the Office, Chief of Ordnance, has responsi- 
bility for the supervision of all Ordnance Field activities, excepting only the 
14 Ordnance District Offices, and is responsible for the development and super- 
vision of all record-keeping procedures in these areas. The responsibilities 
of maintaining depot stock levels are rather loosely assigned to the respective 
depot Commanders who are expected to initiate requisitions for stock replenish- 
ment. Stock Control Offices fill these requisitions by transfer from other depots 
or by placing procurement requisitions with Ordnance District Offices. OCO, 
therefore, does not exercise any broadly effective central control over stock 
replenishment, excepting Major Items. Field visits by OCO staff personnel 
appear to be too inirequent to meet the needs of close control of these important 
activities. 


Examination of OCO records and reports 
93. Inasmuch as all reports at OCO level are transcripts of those prepared in 


Field areas, no further examination was considered necessary. 
Conclusions re ORD records and reports 


94. Supply and procurement records within the Ordnance Corps have no uni- 
formity. There are major variations in the procedures for handling data in 
the three types of commodity groups (ammunition, major items, and secondary 
items) as well as deviations from one Field installation to another within com- 
modity groups. Record-keeping procedures are expressed only in broad general 
principles which allow almost complete latitude in Field application. Such im- 
portant elements as definitions, terminology, cut-off dates, and forms are left 
to be determined by installation operating personnel. As a result, even though 
the many individual systems frequently serve local purposes, they do not permit 
the collection and consolidation of reliable data at higher levels. 

95. Accompanying this deficiency in manuals is a lack of training of personnel 
both in Field installations and in the Office, Chief of Ordnance. OCO has no 
program for training the personnel engaged in stock record-keeping activities, 
maintains no reserve of trained personnel, and looks entirely to the respective 
installation Commanders to provide these facilities. 

96. OCO provides no Field supervision of record-keeping activities. This 
deficiency, combined with the complete lack of training and vague, ambiguous, 
manualized instructions, results in a record-keeping performance which produces 
inconsistent, non-uniform and unreliable records and reports. Furthermore, 
excepting Ammunition, the reporting systems are not well engineered to accom- 
plish maximum efficiency. 

97. Ordnance appears to have adopted as a policy the abandonment of all 
attempts to comply with the provisions of SR 780-40-1, Section II, 4 (1) (2), 
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which refers to the maintenance of stock levels and their use in controlling the 
supply system. The non-uniform application of this important control factor, 
combined with decentralization of supply control responsibility, non-uniform 
supply control records, absence of training and supervision of record-keeping 
activities, results in lack of central control of these important elements. 

98. “Due In” to the Ordnance Supply System is accurately recorded at the 
procurement level, but this important guide is not consistently used below that 
level, “Due Out” is recorded only in Ammunition and there it is used to mean 
obligated stocks or Ammunition Credits set up by ZI Armies. 

99, The relationship between key depots and stock contro] points create areas 
of conflict and divided responsibility. 

100. Unlike Quartermaster, Ordnance does have its secondary items isolated 
in a separate reporting system, does hold depot commanders responsible for 
stock replenishment, and does effectively utilize the local purchase policy. 
Ordnance records of secondary items, however, are more extensive than needed 
to manage the supply system, partly because of multiple storage locations and 
accounts, and partly because of the maintenance of duplicate sets of records at 
stock control points. 


TECHNICAL SERVICES—CHEMICAI 

Introduction 
101. The smallest of the Technical Services—the Chemical Supply System 

is operated through five Chemical Depots and Chemical Supply Sections at seven 
General Depots. Stock records are maintained at each location and stock con- 
ditions are reported to the Chemical Corps EAM Unit at the Army Chemical 
Center, Edgewood, Maryland, for consolidation. Chemical Depots (except East- 
ern) and Chemical Supply Sections at General Depots without available EAM 
facilities forward original documents to the EAM Unit at Chemical Center for 
preparation of code sheets to be recorded on punch cards. The Eastern Chemical 
Depot forwards code sheets with data to be punched into cards. Chemical Supply 
Sections at General Depots having EAM facilities forward duplicate decks of 
punched ecards to the Chemical Center EAM Unit. Stock conditions on “end 
items” are reported to the Office of the Chief Chemical Officer and “spare parts” 
are reported to a suboffice of the Chief Chemical Officer which is located at 
Army Chemical Center. Procurement directives emanate from these two sources 
and procurement actions are effected at six Procurement Districts. Spare parts 
are procured by the District having end-item responsibility. 


Ertent of survey 

102. All activities relating to supply and procurement record keeping for the 
test items were analyzed at the Boston Chemical Procurement District; at the 
Eastern Chemical Depot, Edgewood Arsenal, and Machine Records Section at the 
Army Chemical Center; at the Chemical Supply Section of the Utah General 
Depot; and at Office, Chief Chemical Officer activities which guide and control 
the entire supply system. This survey coverage is considered to have been broad 
enough to be representative in identification of problem areas. 


Depot records and reports 

103. Chemical Depots which do not have access to EAM send all original docu- 
ments to the Chemical Center, Edgewood, for preparation of all reports. Such 
Depots do, however, maintain some sort of manual records for current operating 
purposes (none of this type of depot came within this survey). Depots which 
have access to local EAM maintain their basic records mechanically and send 
reproduced decks of cards to Chemical Center for consolidation. 


Examination of depot records and reports 

104. A thorough audit of 440 random documents against EAM records revealed 
14 errors, or 3.2 percent, in the EAM processing of records for the Eastern Chemi 
cal Depot at the same location. A smaller examination of similar records at the 
Chemical Section of one General Depot revealed no errors. Recordings of 
“Due Ins” and “Due Outs” were not uniformly maintained at the installations 
visited. Stock level figures were not regularly reported, although a directive 
had been issued which required the establishment of these important control 
figures. 
Conclusions re depot records and reports 

105. Stock on hand is locally recorded with acceptable accuracy. “Due In” 
figures are not consistently recorded and the “Due Out” figures cannot be aceu- 
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rately established under existing procedures. Stock level figures appeared for 
only one depot in November. 


irmy Chemical Center records and reports 

106. The Chemical Corps has centralized its EAM equipment at Army Chemical 
Center, Edgewood. Original documents are sent here from all depots which 
maintain manual records and duplicated decks of cards from those depots which 
have access to local EAM equipment. Manuaal postings of every transaction are 
made by stock editors to the stock availability list. In effect, this is a complete 
duplication of all recordings by EAM. Original documents are manually tran 
scribed to detailed code sheets. This operation requires the manual transfer o! 
every item of information (stock number, voucher number, condition, disposition, 
transaction, account, quantity, item number, date, and depot code) from source 
documents to individual code sheets. Approximately 25 percent of all transac- 
tions processed are adjustments. Every document is processed twice by the 
Key Punch Section, once to prepare transaction detail cards and again to prepare 
document control cards. Each line of all requisitions requires three separate 
searches in three separate files, first to determine that each item is necessar 
nd, where necessary, to establish substitutions; second, to determine that each 
item is available for shipment; and third, in the Machine Unit to select for each 


tem tub file cards used in recording transactions. In processing supply docu 
ments received from branch depots, all transactions are manually posted to an 
availability list for each depot. This complete duplication of the subsequent 


EAM report is performed solely to prevent “credit balances” from appearing. 
After punched card records have been established for all Branch Depot transac 
tions, these records are verified in detail with manually posted Branch Depot 
Availability records. This operation is in addition to the automatic proof of 
correctness which is obtained when the detailed punched cards are balanced 
by machine to the document control cards. Cut-off practices are not clearly 
defined and documents in transit make reconciled reports virtually impossible. 

107. The Chemical Center EAM prepares semimonthly transaction registers for 
all non-EAM depots and a consolidated transaction register for Office, Chiet 
Chemical Officer. Since this duplicates identical records manually maintained at 
depots for audit purposes, this report appears to serve no useful purpose. 

LOS. A monthly transaction analysis report is made by Chemical Center EAM 
for guidance of the Matériel Planning Branch of Supply Division OCCO for 
guidance in planning procurement and to aid in preparation of Supply Control 
data. 

109. The “working” report in the Chemical Supply System is the Depot Stock 
Availability Report which shows stock level on hand, due in, due out, stock 
availability—by location, account, and condition, This report is prepared at 
Chemical Center for non-EAM depots but is prepared at the depots which have 
access to EAM equipment. 

Exrvamination of Chemical Center records and reports 

110. Audits of test item figures in normal flow of work showed generally good 
accuracy conditions in the recording of On Hand. Stock level figures which 
were reported by only one depot were carried to consolidated reports causing 
obvious inaccuracies. “Due In” figures were not regularly reported because 
procurement documents were not sufficiently explicit as to delivery schedules 
by location and date. “Due Out” figures were not recorded because the Chemical 
Corps does not establish “Due Outs” unless it is definitely known that “Due 
Ins” will be received in time to meet the required date. Since “Due Ins” 
cannot be consistently recorded, neither can “Due Outs.” 


Conclusions re Chemical Center records and reports 

111. The semimonthly Transaction Registers for non-EAM depots and the 
Consolidated Transaction Registers appear to serve no useful purpose. Stock 
availability balances as maintained by the Chemical Center EAM are con- 
stantly being corrected to conform to similar manual records kept at depots. 
The fact that about 25 percent of all EAM entries were adjustments to bring 
LAM records into agreement with manual records is proof of the constant fight 
to maintain EAM records up to the accuracy levels of manual records. Cut- 
off customs are irregular and EAM reports frequently late. Except for stock on 
hand, the inconsistencies and omissions within the Chemical reporting system 
cause this system to produce reports which are unreliable guides to stock man- 
agement. Manualized instructions are inadequate and no field training or 
supervision programs are utilized. 


= wh einem 











iim a 


lain, 


Se 


aghelsy 


OS os a a EE amet idee: 


2 SABE la ce ions abipenit 


ee 


FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 679 


Procurement office records and reports 

112. The statistical record which governs procurement is the Procurement 
Progress Report—prepared monthly by each Procurement District Office (now 
being changed to semimonthly). This report is manually prepared from a 
Kardex Record of (1) Procurement Directives in process of being acted upon, 
(2) contracts which have been awarded, and (3) completed contracts. A 
separate manual listing of contracts on which deliveries are delinquent shows 
reason for delinquency and estimated shipping dates. A monthly workload and 
activity report coordinates and guides the procurement of parts for manufactur 
arsenals and is used to forecast delivery of end items. 


iS 
Examination of procurement records and reports 

113. Postings to the Procurement Progress Report were audited at one Procure 
ment Office with two errors detected in 250 transactions. ‘The listings of delin 
quent contracts were examined and found accurate. Examination of 
Workload and Activity Report revealed no apparent errors. 


the 


Conclusions re procurement records and reports 
114. These records are accurate, timely, effectively used, and serve their 
purposes well, 


CONGESTION OF SUPPLY REPORTING FACILITIES ALL TECHNICAL SERVICES SURVEYED 


Introduction 

115. This section has reference to supply record-keeping practices which 
result in the expensive recording of trivial matters and unnecessary detail, and 
which serve little or no purpose in merchandising, accounting or auditing. 
Such practices congest the supply reporting facilities and impede the accurate 
and timely reporting of data which are really essential to the logistical processes. 
Trivia and nonessential detail are recorded in three categories : 

(a) Low unit-of-issue value, commercially available, expendable items, 
and items of infrequent issue on which stocks will meet contemplated needs 
for, say, two or more years. 

(b) Stock balances on individual items (often by size and/or color) in 
eight or more accounts, as applicable—such as Army, Army ROTC, Army 
ORC, Army NG, Air Force, Air ROTC, Air ORC, Air NG, MDAP, ete. 

(c) Transaction registers, which are journals of all debit and credit 
entries to each account for each stock number (and size and/or color). 

In the aggregate, the foregoing three classifications and records account for 
about 70 percent of the volume of all supply records. 

116. In the supply area, the Army reporting practice is to maintain complete 
records of every detail of every transaction in every stock number, and in every 
size and/or color where applicable. Transactions valued in fractions of cents 
are accorded the same basic record-keeping as those valued at many thousands 
of dollars. Furthermore, Army practice is to carry perpetual inventory stock 
record balances for every size and/or color of every stock number in each of 
eight or more accounts, as applicable. Additional complications are added in 
many items by maintaining balances by location, condition, year-of-pack, date 
of surveillance, etc. This practice results in keeping the same “set of books” 
on accounts with balances of a few cents as are kept on accounts with balances 
of Inany thousands of dollars. Then, too, Army practice is to record every debit 
and credit, no matter how trivial in size, in a register for audit and reference 
purposes. 


Extent of survey 

117. To analyze the effect of the foregoing practices upon the supply reporting 
system, the survey was extended to include analyses of records covering certain 
types of nontest items. The following observations are made with no inference 
that they apply exclusively to the Quartermaster Corps. In fact, Quartermaster 
Corps was chosen to illustrate these points because the excellence of their 
records facilitated the analysis. The problems are common to all Services 
surveyed. 

118. The Quartermaster Corps catalogs about 48,000 items. Approximately 42 
percent of these items have unit-of-issue values of less than $1.00; about 16 per- 
cent have unit-of-issue values of less than 10 cents; and there are about 1,300 
items with unit-of-issue values of less than one cent. All of these items receive 
the same record-keeping attention. 
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119. To illustrate the uneconomical effect of this uniformity of record-keeping 
practices without regard to unit-of-issue value, the records of index cards (3 x 5 
and 5x 8) were studied for the depot surveyed. This depot, and the two satellites 
for which it keeps stock records, carry these cards in 16 stock numbers and in 
L175 active accounts—42 percent of which had stocks on hand valued at less than 
$20.00, and 14 percent of the accounts were maintained with balances of less than 
$1.00. Some accounts were noted with balances of less than one cent. The unit- 
of-issue is “each card,” despite low unit values of eight to twenty-five one-hun- 
dredths of one cent each. In the test month, 56 percent of all issues were for 
less than $5.00 in value; 19 percent less than $1.00; with some issues valued at 
less than 10 cents; and in one instance all of the record-keeping machinery was 
set in motion for an issue valued at less than one cent. Forty-four percent of 
all issues contained “broken package” quantities of less than 100 cards, although 
a package of 100 is valued at only 8 cents. About 33 pages of EAM figures were 
used in one month at one depot to report these largely inconsequential facts. 

120. To test the survey observations in this area, conferences were held with 
the Accounting Policy and Audit Divisions, Office, Comptroller of the Army. 
Conclusions re congestion of supply reporting facilities 

121. The practice of maintaining perpetual inventory records on such low- 
value-issue items and in such numerous subclassified accounts is wasteful of both 
manpower and money. To make and record “broken package” issues of such low- 
value items is manifestly uneconomical, just as it is economically unsound to 
make and record one out of every five issues in values of less than $1.00. To 
prepare Transaction Registers on all transactions, when only a small fraction 
are over used for audit or reference, is wasteful. To record and report such 
volumes of trivia congests the reporting facilities and impedes the accurate and 
timely recording of essential data. Problems of training and supervision are 
increased disproportionate to the advantages. 


ELECTRIC (PUNCHED CARD) ACCOUNTING MACHINES 


Introduction 

122. Nearly every report in the Supply area of the Army Reporting System is, 
at one stage or another of its preparation, processed through Electric (Punched 
Card) Accounting Machines. Some areas (notably, Quartermaster Corps) are 
entirely dependent upon EAM records and reports, with virtually no data recorded 
manually. Other areas (notaMy Ordnance—Secondary Items and Chemical 
Corps) utilize a combination of manual and EAM systems, with frequent waste- 
ful overlapping and duplication. Expensive KAM equipment is regularly and 
wastefully used as a repetitive typewriter—for example, to type the “Certificate” 
which accompanies the 212 Report, and to type the Non-Perishable Subsistence 
Lists in the Quartermaster Corps. Some installations should probably never 
have been mechanized (EAM), e. g., Army Chemical Center, Edgewood. 

123. The Office of The Comptroller of the Army estimates the annual cost of 
operating EAM units in the Technical Services at about $8,250,000—most of 
which is for stock control activities. In addition, the EAM costs of The Adjutant 
General, which OCA estimates at about $4,800,000 annually, is partly for stock 
control activities related to the Equipment Status Lists (#212 Report). 

124. Annual machine rentals for equipment used in the Technical Services 
mostly for stock and Supply control purposes, is estimated by OCA at about 
$2,300,000. TAG anunal rentals are estimated by OCA at about $600,000 annually, 
some of which is for stock control work. Virtually all of these rentals are paid 
to International Business Machines (IBM). 

125. Operations of EAM units were reviewed at fifteen installations—Army 
headquarters, depots, arsenals, stock control offices, procurement offices, and 
Technical Services Headquarters. Since this is about a 20-percent cross section, 
it appears representative. 

Examination of EAM operations 

126. At each EAM installation visited, methods were reviewed and reports 
verified by reference to a number of source documents, where practical and 
applicable. Personnel was interviewed, flow of work charts obtained or drawn, 
and procedures analyzed. The resulting records and reports were studied as 
to necessity as well as to efficiency of preparation. 
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Conclusions re RAM operations 

127. In the Quartermaster Corps, EAM operations are appraised as being 
conducted with a high degree of mechanical efficiency. The Ordnance Corps 
EAM operations are not efficiently performed, and the reports do not, in all cases, 
have the confidence of the users—resulting in wasteful duplication of manual 
records. The Chemical Corps installation, which was being very inefficiently 
operated at the time of the survey, has since been subjected to some analysis and, 
presumably, some im] roveluent—but the necessity of this installation is ques- 
tioned. The Army Headquarters M. R. U. was efficiently adding and subtract- 
ing what they knew to be incorrect figures. There is a general tendency to use 
EAM machines for purposes other than those for which the machines were 
designed and in which they operate efficiently—i. e., as a repetitive typewriter. 


128. Mechanical accuracy and efficiency of compilation is only one basis of 
appraising record-keeping processes. Another is to critically appraise the con 
tents of the records as to form and necessity. Appraised on this broader basis, 


probably half of the great volume of pages of records and reports being produced 
daily, weekly, and monthly by EAM Units serve no useful purpose in the Army 
Supply System, and most of these could be eliminated without material effect 
on any other Army functions. Because EAM processes are largely mechanical, 
and, because it is easy to start a machine to running and forget about it, mechan- 
ical efficiency is widely mistaken for genuine efficiency. The Comptroller of 
the Army has not effectively implemented his assigned responsibility for “guiding 
the effective use of accounting machines,” and the Army has no facility for regu- 
larly and sharply challenging the necessity of the methods and contents of its 
reporting system. AS a result, thousands of pages of useless reports are regu 
larly prepared in EAM Units without attracting critical attention. 

129. Viewed from the broader angle of the practical utility value of the data 
being produced, only two of the fifteen EAM operations reveiwed are appraised as 
being efficiently conducted. 

130. Some influence appears to have developed a belief within the Army to 
the effect that electric accounting machines were essential to efficient stock 
control, and this habit of thought bas become so ingrained that EAM is looked 
upon as a panacea for all stock record problems, The explosion of this assum- 
tion and the substitution therefore of intelligent analysis of individual problems 
is a prime necessity if efficient stock record-keeping is to be accomplished. 

131. In none of the fifteen EAM operations reviewed was there disclosed any 
evidence of initiative action on the part of IBM representatives in suggesting the 
correction of even the most obvious misuse of IBM equipment. IBM conducted 
an objective operations survey at Chemical Center with good results. The Army 
does not appear to be receiving from IBM constructive services in relation to its 
position as one of IBM’s largest customers. Specifically, IBM appears derelict 
in (1) failure to recommend initiative technical guidance in procedural improve- 
ment, and (2) tendency to oversell or to commit the use of IBM machines for 
purposes other than those in which they operate most efficiently. 


EVALUATION OF DEPARTMENT OF THE ARMY FACILITIES FOR SUPERVISING THE ARMY 
REPORTING SYSTEM IN SUPPLY AND PROCUREMENT 


ASSISTANT CHIEF OF STAFF, G—4, LOGISTICS 

Introduction 

132. SR 10-5-1 (39)—“The Assistant Chief of Staff, G4, * * * plans 
for and supervises Army activities in * * * procurement * * * and 
supply and logistic services; * * * and directs and controls the Technical 
Staffs and Services.” AR 711-5 (3)—‘Basie stock control and reporting pro- 
cedures are published by the Assistant Chief of Staff, G—4.” AR 711-5 (4) (a) 
“The Assistant Chief of Staff, G—4, in establishing basic policies and procedures, 
provides for the accomplishment of the objectives of stock control.” (b) “All 
agencies * * * will * * * implement, where necessary, the policies and 
procedures established by the Assistant Chief of Staff, G-+.” 
ERetent of survey 


133. This review and evaluation of the efficacy of the Office of The Assistant 
Chief of Staff, G—4, in the area of Management of stock record-keeping is, in 
effect, the composite appraisal of eighty-two field surveys of this area. G—4 was 
represented on the Advisory Committee which guided the surveys, and had two 
members of its staff on the Survey Teams. 
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Delineation of basic statistical requirements 

134. The Survey Group does not advocate the standardization of all records 
and reports throughout all Technical Services. The surveys disclosed some areas 
of genuine differences which would make it unwise to attempt to create in- 
flexible uniformity in all things. These areas include variations in organization 
structures and habits of work; basic differences in commodities, markets and 
rates of turnover; and differing practices and problems in buying, stocking, and 
issuing supplies. The Survey Group DOES advocate the standardization 
throughout the Services of certain basic statistical factors wherein uniformity is 
indispensable to the “management” of the Supply System. ‘These basic statis 
tical requirements are: 

(a) G—4 and Headquarters of Technical Services.-—(1) For Selected Items in 
Supply Control Studies—experience, data, current and projected demand (ZI 
and Overseas), stock level, serviceable stock on hand, projected procurement 
requirement, and projected receipts from procurement, manufacture, repair and 
assembly. 

(2) Procurement directives (of substantial monetary value or significance) on 
which procurement action has not been taken in timely manner—reason? 

(3) Procurement actions (of substantial monetary value or significance) on 
which deliveries are delinquent—why? When will deliveries be made? 

(4+) On Major Items—consolidated reports of On Hand, Due In, Due Out, Issue 
Experience and Stock Levels. 

(b) Procurement offices —(1) Procurement directives—quantity and delivery 
schedule, 

(2) Procurement directives on which procurement action has not been taken 
in timely manner—reason? 

(3) Procurement actions taken—quantity and delivery schedule. 

(4) Deliveries made against these Procurement Actions—exact extent of de 
linquency—reason—when will deliveries become current? 

(c) Stoek control offices.—(1) On Major Items—On Hand in all depots, by 
Condition Code and extent obligated—Due In at all depots, from procurement, 
manufacturing and repair—Due Out at all depots—issue experience at all de- 
pots—stock levels at all depots. 

(2) On Secondary Items—lists of ‘Low Stock” and “Out of Stock” items from 
mission depots—approximate issue experience, obtained periodically by calcula- 
tion. 

(3) Basis for computation of Gross Requirements (provided by Technical 
Services), and arithmetical formulae for computation of Net Requirements as 
basis for Procurement Directives. 

(d@) Depots.—(1) On Major Items—On Hand (by Condition Code and extent 
obligated) ; Due In, from procurement, manufacturing and repair; Due Out; 
Stock Levels, reserves and distribution priorities. 

(2) On Secondary Items—Issue experience, obtained periodically by computa- 
tion; Stock Levels. 

(e) Army commands.—(1) Bv posts, camps, and stations—On Hand, On Mem- 
orandum Receipt, Control Level, Due In. 

(2) By Units and Organizations—Total Allowance, Operating Allowance, On 
Hand—on selected items. 

(f) Posts, camps, and stations.—(1) On Hind, On Memorandum Receipt, 
Control Level, Due In. 

(a) Units and organizations.—(1) Operating Allowance (TO/E, TA as modi- 
fied) ; On Hand of Selected Items. 

135. The foregoing data, accurately compiled in a uniform and timely manner, 
will provide all of the basic information required to guide and control the Supply 
System at all levels. Beyond these basic data, the Technical Services should be 
permitted latitude in the design of record systems to meet specific requirements, 
i. e., Subsistence, ammunition surveillance, ete. 

136. In evaluating the Army Reporting System in these areas and in developing 
recommendations for improvement, the foregoing standards are utilized as well 
as the provisions of SR 780-40-1 “Depots—Stock Control and Supply Procedures.” 








Integrity of records and reports 

137. The establishment and maintenance of sound stock level figures to guide 
replenishment action and identify overstocks is a sound principle of merchandise 
management. The importance of this management tool to G—4 in its execution of 
supervision over the Supply System is recognized in SR 7S0-40-1 (1) “The pur- 
pose of these regulations is to—(a) prescribe the principles and procedures of 
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depot stock control and supply in order to insure that—(7) prescribed levels 
are employed as a yardstick to determine the objective stockage for each ite m 
at the depot and to measure the over-all status of supply of each item so that 
shortages, excesses, and slow-moving and obsolete stocks may be determined and 
corrective action be initiated where necessary.” The same regulations in Section 
Il (4) read “Heads of Technical Services will insure that (1) stock levels are 
established at each depot and are at the minimum consistent with practicable 
distribution ; (2) replenishment of depot stocks is based on stock levels * * *.” 
Later in the same section, Subsection (b) reads (1) “The Head of Technical 
Services is responsible for insuring that the quantity of a given item of all stocks 
under his control does not exceed the expected issue demands during a specified 
number of days, as determined by higher authority.” G—4 is the “higher au- 
thority” referred to in the regulations, and the establishment of stock levels in 
accord with policies prescribed by G— is one of the most important tools of stock 
management. 

138. In the Technical Services surveyed, stock levels were not consistently 
established in accordance with “higher authority’—in fact they had become 
almost meaningless, In Quartermaster the figures are consistently reported but 
have lost most of their meaning because they are not computed on a current basis, 
are not used in daily operations, and their use has frequently been superseded 
by opportunistic purchasing. Ordnance follows three different practices. In 
Ammunition stock level figures are not established at depot levels: in Major 
Items the forms themselves do not even provide for stock level; in Secondar) 
Items stock level figures do appear when EAM is utilized but the figures which 
appear are merely the arithmetical addition of gross withdrawals of the pre 
ceding three months. Such stock level figures are not recorded or regularly 
used at stock control points to guide stock replenishment. In Chemical stock 
level figures were not regularly reported. 

139. Stock On Hand figures (by Condition Code and Account) are obtained by 
perpetual inventory methods, either EAM or manual, and periodically reconciled 
with physical inventories. Stock In Transit between depots, while actually a 
part of the National Assets, is recorded only by the Quartermaster Corps among 
the three Technical Services surveyed. Stock in transit to Stations is not 
recorded in any manner. Stock On Hand at Stations is recorded by perpetual 
inventory methods, and certain matériel and supplies in hands of troops is re 
ported from Company property records. 

140. As a general rule, stock on hand figures maintained in the presence of 
the physical stock and in the hands of experienced people are of workable accu- 
racy. For example, no serious error conditions were detected in company 
property records, station stock records, and stock records at depots and arsenals. 
The transmittal of these figures is done with less accuracy. National assets are 
always materially understated by the extent of stock in transit between depots 
(except Quartermaster) and to the full extent of stock in transit between depots 
and stations. 

141. “Due In” figures serve the primary purpose of informing availability 
editors as to when they may expect what quantities of new supplies and therefore 
be better able to handle requisitions. Accurate “Due In” figures are also essen- 
tial in the computation of requirements. “Due Out” statistics are maintained 
primarily as a convenient means of recording the quantity which a depot is in a 
sense obligated to supply out of any new quantities received. “Due Out” figures 
are also required in the computation of requirements. 

142. Except for Quartermaster, neither the “Due In” nor “Due Out” figures 
are reported with uniformly dependable accuracy. In Ordnance—Ammunition 
“Due Ins” are not recorded at depot level and Ammunition “Due Outs” are inter- 
preted to mean only ammunition obligations (credit) to using units. Ordnance 
Major Item “Due Ins” and “Due Outs” are not provided for in the report forms 
and are not used or reported in any consistent manner. Ordnance Secondary 
Items do not record or report “Due In” in any consistent manner. “Due Out” 
is reported. 

148. Procurement Office records of Procurement Directives, actions, and deliv 
eries are maintained in full detail at each of the three Services surveyed. The 
Quartermaster Corps Procurement Office records are maintained by EAM, while 
Ordnance and Chemical Services utilize manual methods. In Quartermaster and 
Chemical reports to the Technical Services Headquarters are complete. The 
Ordnance District Offices report “production schedules and estimates” on Ammuni- 
tion and Major Items by making monthly correcting entries on typed data supplied 
by OCO. On Secondary Items a “forecast and progress” report is typed at the 
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District Offices monthly and submitted to resnective stock control points. Regula 
tions do not provide for the regular flow fronr Technical Services to G—4 of data 
as to procurement actions not taken in a timely manner or of delinquent deliveries 
with the reasons therefore. 

144. Records maintained at Procurement Offices are appraised as being gen 
erally accurate and timely. OQMG has an excellent EAM system. Ordnance 
records and reports on Secondary Items appear to be prepared in a laborious 
manner which is not conducive to ready expansion under the accelerated procure 
ment program. 

145. Records of property in the hands of Troops and in Station stocks are re 
ported to Army Commands through the Equipment Status Report (CSGLD 212) 
This system permits errors of omission, anc no provision is made for the record 
ing of assets in transit between depcts and stations. 

146. Equipment Status Reports of assets in the hands of Troops contain a fre 
quency of omissions which cause these reports to materially understate assets, 
and permit erroneous interpretations of relative equipment status. Reports of 
station stocks, while less frequently affected by omissions, nevertheless cause 
some understatement of assets. A sizable understatement of assets is occasioned 
by the absence of provision for recording matériel in transit between depots and 
stations. 

Stock record-keeping methods and procedures 

147. Regulations define the responsibility of the Assistant Chief of Staff, G-, 
as including the publishing of basic stock control and reporting procedures and 
imply responsibility for accomplishing the uniform implementation of these pro- 
cedures. 

148. Even on basic figures there is little uniformity of stock record-keeping 
methods and procedures between the Technical Services, and in Ordnance there are 
differences within that Service. G—4 has not effectively supervised the imple 
mentation of the regulations which it has prescribed to govern these activities. 
Some important defiections include (1) the virtual abandonment of stock levels 
as a guide to stock management; (2) the inconsistent and frequently incomplete 
recording of “Due Ins” as a guide to requisition editing: (3) the irregular use of 
“Due Out” figures as a guide to obligations, and (4) the congestion of reporting 
facilities by the recording of masses of nonessential trivia. 

Staffing, training, and supervision of stock record-keeping activities 

149. The Chiefs of the Technical Services have the direct organizational re- 
sponsibility for proper staffing, training, and supervision of stock record-keeping 
activities, and the Assistant Chief of Staff, G-4, by AR 711-5 (4) (b), is assigned 
the implied responsibility of seeing to it that these things are well done. 

150. The Quartermaster General has established facilities for proper staffing 
of stock record-keeping activities for the thorough training of personnel in these 
functions and for the consistent supervision of all matters related to stock record- 
keeping. The Chiefs of Ordnance and Chemical have not provided such facilities. 
The accelerated procurement program is placing demands upon record-keeping 
facilities in these latter Services with which their methods, training, and super- 
vision are not prepared to cope. 


Channels of data collection and transmission 


151. The Office of the Assistant Chief of Staff, G—4, is herein looked upon as 
the authoritative channel of statistical data in Supply and Procurement and as 
such is herein considered as being responsible for the collection and transmission 
of information required at higher levels to manage the Supply System. The 
basic needs of Management are to be regularly informed in a timely manner of 
(1) a condensed statistical statement of objectives; (2) an equally concise sta- 
tistical statement of progress in relation to the objectives; (3) the means of 
ready identification of defects; (4) the reasons therefore; and (5) reestimates 
as the basis of measuring subsequent progress. 

152. In the Supply area statistical information available to the Offices of the 
Chief of Staff and Secretaries is fragmentary and not sharply pointed up for 
effective management use. 


Congestion of supply-reporting facilities 

1538. AR 711-5 (3) states “Basic stock control and reporting procedures ure 
published by the Assistant Chief of Staff, G—4.” 

154. The stock record-keeping practices referred to critically in paragraphs 
115 to 121, inelusive, and the principles exemplified therein by the records of 
3 x 5 index cards, are matters requiring initiative action by G—4. 
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COMPTROLLER OF THE ARMY 
Introduction 

155. Title 1V, Public Law 216 (Sist Congress) defines, in part, the respon- 
sibility of the Comptroller of the Army in these terms—‘‘the comptrollers * * * 
shall be responsible for all * * * progress and statistical reporting.” SR 
10-5-1 states, in part, “The Comptroller of the Army * * * integrates the 
review and analysis of Army programs, and formulates, coordinates, and super- 
vises * * * _ statistical and management engineering activities of the Army.” 
The Secretary of Defense, in a letter dated 27 September 1950, included among 
the Comptroller activities “Statistical and progress reporting.” These extracts 
clearly establish the dominant responsibility of the Comptroller in the formula- 
tion, coordination and supervision of the statistical activities of the Army at 
all levels. 

156. At the same time, the OSD letter of 27 September affixes the responsibility 
of the Comptroller of the Army for assigned activities at subordinate levels by 
saying: 

“* * * it is recognized that a large part of the Comptroller activities will 
be performed at various organizational and command levels, while the Comp- 
troller retains functional control over such activities. Functional control sig- 
nifies the power and duty to prescribe policies and procedures, to require com- 
pliance therewith, and to review or audit activities within the area of respon- 
sibility.” 

Comptroller organizations at subordinate levels 

157. Included in the eighty-two surveys were fifteen Class II and I installations 
at which Comptroller organizations might have been installed in accord with 
existing practice. In all of the eighty-two surveys, study was made of the 
effect of the supervision of stock record-keeping activities by the organizational 
Comptrollers, if any such were appointed. Where no such appointments were 
effective, study was made to determine the effect, if any was distinguishable, of 
the absence of assigned Comptrollers. 

158. Collateral observations of Comptroller-type activities were made at each 
installation visited. In several, these activities were scattered with no one 
identified as Comptroller. In others, the appointed Comptroller was inadequate 
or had other duties which intruded. One had business-type Comptroller ac- 
tivities in process of development. None showed the effect of central planning. 
training, and supervision. 

Congestion of supply reporting facilities 

159. The stock record-keeping practices described in paragraphs 115 to 121, 
inclusive, and the principles exemplified therein by the records of 3 x 5 index 
cards, are a principal source of many of the Army’s supply reporting problems 
staffing, training, supervision, interference with accurate and timely flow of 
essential data, high record-keeping costs, ete. 

160. A substantial portion of the wasteful practices which congest the supply 
reporting system with nonessential data is traceable to the procedural necessity 
of carrying stock balances in such great detail. The Accounting Policy Division, 
Office, Comptroller of the Army, which governs these matters, was not aware of 
the effect of their policies in these respects. 

161. The Reports Control Branch of the Program Review and Analysis Divi- 
sion, Office, Comptroller of the Army, appears to be effectively accomplishing 
the control of the establishment of reports, but does not appear to be effective 
in preventing the encroachment of trivia in authorized reports. The prevention 
of the misuse of authorized reports requires facilities for the objective study 
of reports as issued—both in the office and in the field. Preparation for field 
study has been made by the establishment of a Field Liaison Branch of PRAD, 
but its staff is inadequate and lacks experience. 

162. The Depot Transaction Registers account for about one-fourth of the 
total volume of stock records. They are made for audit purposes only, but 
probably not more than ten percent of these expensively prepared journals are 
ever used for any audit purpose. The Audit Division, Office, Comptroller of 
the Army, is primarily responsible for this wasteful practice. 

163. The Management Division’s responsibility for guiding the effective use 
of EAM operations is not being aggressively implemented. Thirteen of the 
fifteen EAM installations reviewed were not being efficiently conducted. The 
facilities and plans of the Management Division for guiding effective use of 
EAM are not broad enough in their concept to successfully combat the effect 
of IBM sales promotional programs. 
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164. The Management Division, Office, Comptroller of the Army, which regu 
larly conducts extensive Management Audits (currently, Ordnance, Quartermas- 
ter, and Chemical Corps—of which the survey being reported herein was a part 
and Transportation Corps) fourteen months ago reported the conditions herein 
exemplified by the 3 x 5 index cards. Army-wide implementation of corrective 
action was not accomplished. 


Army audit programs 


165. The Audit Division, Office, Comptroller of the Army, comprises a staff 
of over one thousand employees, many of whom are continuously engaged in 
“on the ground” inspection of property accounts (stock records). 

166. The Army Audit staff could be to the Comptroller a source of penetrating 
knowledge as to easily detectable inefficiencies and violations of supply regula 
tions at Class II and Class I installations. These facilities have not been used 
to acquire knowledge as to field conditions or as a means of enforcing Regulations 
dealing with the accuracy of figures in the supply area. 


Statistical data available to Offices, Sccretary of the Army and Chief of Staff, 
for management of supply system 


167. The effect of the beginning of hostilities in Korea was almost immediately 
felt in the increased tempo of both procurement activities and depot operations, 
with work loads amounting to several times the peacetime average for the 
past ten months and still moving toward a peak. Records and reports which 
may have been adequate to the management and control of a rountine peace- 
time supply system do not define problem areas sharply enough to be effective 
management tools during a greatly accelerated program. 

168. The reports which the Comptroller of the Army is making available to 
the Offices, Secretary of the Army and Chief of Staff, for management and control 
of the Supply System are known to be inadequate. <A program of expansion ot 
coverage is under way, with adequate coverage of basic statistical data scheduled 
to be complete by 30 June. 

169. The adequacy of these basic data cannot be fully appraised until plans 
have progressed beyond their present point. To be fully effective, they must 
be “working” reports which sharply measure current operations against well- 
defined objectives or standards of performance, and which are skillfully inter- 
preted by men of broad experience in the respective areas in order that the full 
management significance may be obtained. 





SUMMARY OF CONCLUSIONS 








ADEQUACY, RELIABILITY, AND TIMELINESS OF DATA, AND EFFICIENCY AND ECONOMY 
OF PROCESSES 
idequacy of data 

170. Company Property Records and Station Stock Record appear to meet all 
local requirements. The transmittal of equipment status data on selected items 
directly from troop units and station stockrooms to Machine Records Units at 
Continental Army Headquarters bypasses Headquarters of Posts, Camps, and 
Stations, leaving the latter without a regular source of statistical information as 
to Equipment Status of Units within theircommand. G—4 and Technical Services 
Officers at Continental Army Headquarters (in the Army surveyed) had only 
passing knowledge of Equipment Status of Troop Units and Station Stock con- 
ditions within the Army command because a single copy of the #212 Report was 
passed from office to office. This is believed to have been later corrected by the 
sectional preparation of the #212 Report, one for each Technical Service. The 
Office of the Comptroller of the Continental Army surveyed did not receive the 
#212 Report. No record or report reflects assets in transit between depots 
(Class IL) and posts, camps, and stations (Class 1). 

171. At Class II distributive points (depots, arsenals, etc.) the records of 
stock on hand appear to meet all local requirements. Reeords of “Due In” are 
not maintained by Ordnance and Chemical Corps, but the Quartermaster Corps 
does consistently maintain such records. “Due Out” records are maintained in 
the Quartermaster Corps; have a different meaning in Ordnance-Ammunition ; 
and are not consistently recorded in Ordnance-Major Items or Secondary Items, 
or in the Chemical Corps. The Quartermaster Corps records Stock Level with 
some consistency ,but the figures are meaningless. Stock Level is not consistently 
recorded by the Ordnance or Chemical Corps. Data furnished by the depots to 
stock control points appear to meet local needs as to stock on hand, but are 
incomplete as to “Due In” and “Due Out” in the Ordnance and Chemical Corps. 
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Stock Level figures, which should be important guides to stock replenishment 
actions, are either not consistently reported to stock control points or, if reported, 
the figures are meaningless. Assets in transit between depots are recorded only 
by the Quartermaster Corps. Procurement Office statistical data are adequate 
at that level, but all items are consistently reportea to Technical Service Head- 
quarters only in the Quartermaster Corps. In Ordnance and Chemical Corps 
procurement data are supplied to Corps Headquarters only on selected items 
Procurement data furnished by Procurement Offices to supply control points 
appear adequate except that Ordnance and Chemical Corps do not consistently 
specify consignee depots and delivery dates, thus making it impossible to establish 
realistic “Due In” figures for guidance in replenishment actions. OQMG records 
are complete and adequate. OCO and OCCO records are incomplete in the sense 
that they must rely upon remote stock control points for any data required on 
other than a comparatively few selected items. 

72. The comparatively few items which appear on Supply Control studies 
and/or on the #308 Report were the only supply statistical data which regu- 
larly flowed into G-4 at the time of the field survey being reported herein. 
Subsequently, plans have been made to extend the coverage and improve the 
presentation. Appraisal of the soundness of these plans will have to wait 
until they have taken more tangible form. The Comptroller of the Army collects 
and transmits to higher levels virtually no regular statistical data in the supply 
area, relying upon the plans referred to in the preceding sentences to meet all 
requirements. Thus, the greatest inadequacies in the Army Reporting System 
in the Supply area are in the data needed to manage and control the supply system 
at levels of top responsibility. 

Reliability of data 

173. Company Property Records appear to be maintained with generally ac- 
ceptable accuracy, but the frequency of erroneous interpretation of TO/E and 
omissions of reportable data destroy the value of kquipment Status (#212) 
reports as guides to the equipment status of individual Troop Units. Station 
Stock records were found to be generally reliable (one conspicious exception) 
but omissions of some required figures and a few errors cause the #212 Reports 
to be considered as somewhat less than reliable. The Headquarters M. R. U. 
surveyed was accurately summarizing figures which it knew to be unreliable. 
Assets in transit between depots and stations are not recorded. 

174. In the Quartermaster Corps, depot records are maintained with only 
commercially normal error conditions which do not impair their usefulness at 
other levels. In Ordnance, the depot ammunition record system is sound and 
capable of producing accurate reports if properly supervised. Ordnance depot 
records on Major Items and Secondary Items are generally not reliable sources 
of data as to available assets. Chemical Corps depot records contain inconsisten- 
cies and omissions sufficient to make them unreliable as guides to stock manage- 
ment. In none of the Services surveyed were “Stock Level” figures reliable. 
“Due In” and “Due Out” figures are reliable only in the Quartermaster Corps. At 
stock control points, Quartermaster records are accurate enough to meet all prac- 
tical requirements, while Ordnance and Chemical records are frequently incom- 
plete, confused, and unreliable. In the Ordnance Corps, locally improvised sys- 
tems and records contribute to the unreliable nature of records and reports at 
stock control points. Procurement records are reliable in all Services surveyed. 
OQMG records in other areas are reliable enough for all practical purposes, but 
OCO and OCCO records do not always meet this standard. Records at Depart- 
ment of the Army level, being generally accurate summarizations of data 
appraised in the foregoing sentences, are subject to the same appraisals as to 
reliability. 

Timeliness of data 

175. Equipment Status reports move from Troop Units and Station stock- 
rooms in a timely manner to Continental Army Headquarters MRU, where they 
are promptly processed. The preparation of a single summary, and the slow 
circularization of that among the Technical Services Officers meant that only 
one officer (the first on the list) received the data in time to be most helpful. 
This may have been corrected since the survey. 

176. Transaction Registers, Transaction Analyses, and Stock Availability 
reports are timely in the Quartermaster Corps system. Ordnance Corps reports 
are submitted as scheduled, in a timely manner, but unauthorized early cut-offs, 
combined with delayed posting of basic records, nullify this apparent timeliness. 
Chemical Corps reports, being part manual and part EAM, have inconsistent 
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cut-offs, overlapping flow of documents and long delay in preparation—and are 
not timely. Procurement reports are timely in all Services surveyed. The 
fragmentary supply reports prepared at the Department of Army level are 
generally not timely, excepting only the No. 308 report. 

Emergency and economy of processes 

177. The present processes of preparing the Equipment Status (No. 212) 
reports on EAM are inefficient and uneconomical. A contemplated change in 
the system by requiring the Troop Units and Station stockrooms to submit no 
tices of changes as they occur from day to day, while mechanically more ef 
ficient, is still probably not as efficient as the use of preprinted lists for each 
TO/E organization. The use of EAM as a repetitive typewriter to type the 
certificate which accompanies the 212 Report is uneconomical. 

178. The EAM preparation of Transaction Registers to record every debit 
and credit to every size of every color of every stock number, in every account, 
and in every condition code, which is done solely for audit purposes, is in 
efficient and uneconomical. Since only a small percentage of these journals 
is ever used for any purpose, more economical means should be found to meet 
audit requirements. 

179. The maintenance of perpetual inventory records on every size of every 
color of every stock number in every location, applicable account and condi 
tion code, regardless of value, is manifestly uneconomical. The excessive de 
gree of subdivision, particularly by accounts, causes a great many “adjustment” 
entries (21 percent and 25 percent of all entries in two test observations), is 
conducive to delays and errors, and is uneconomical. The stock record-keeping 
and reporting excesses, and resuting inefficiencies, illustrated herein by the ex- 
ample of 3 x 5 index cards, is a major cause of congestion, inefficiency, and waste 
fully high costs in the Army supply reporting system. 

180. In the Quartermaster Corps, the Station Stock Status Report (Sub- 
sistence) is not efficiently prepared by using the EAM as repetitive typewriters. 

181. The basic depot stock record systems (except for the encroachment of 
trivia) are efficient and economical in concept in the Quartermaster Corps and 
Ordnance-Ammunition. The former is executed through EAM, while the latter 
is a manual operation up to the point of final summarization at the Stock Con- 
trol point. The Ordance-Major Item depot record system, entirely manual, is 
inefficient and uneconomical. The practice of retyping all details appearing on 
Major Item Status reports is an extravagant waste of time and money. The 
Ordnance-Secondary Item depot systems, principally EAM, are both inefficient 
and uneconomical—and require duplicated manual records (locally improvised, 
and themselves inefficient) to meet the needs of stock control points. The 
Chemical Corps depot stock record systems, part manual and part EAM, are 
consolidated in an inefficiently operated EAM unit at Chemical Center—and 
the over-all results are both inefficient and uneconomical. 

182. At Procurement Offices, the Quartermaster system (EAM) is outstandingly 
efficient, while the Ordnance and Chemical systems (manual) appear to be 
efficient at present levels of activity. In Ordnance, at least, more efficient 
systems may be needed to carry the contemplated heavier workload. In the 
Quartermaster Corps, the eighteen codes used to designate reasons for delin- 
queney are too numerous, conflicting and overlapping to be officient. 

183. In the Ordnance Corps, lack of uniformity of even basic definitions and 
procedures between the three commodity groups, and between installations within 
each group, is a major source of inefficiency. Locally improvised records com- 
pound the inefficiencies by making it difficult, if not impossible, to issue uniform 
directives, 

184. The Ordnance Corps’ segregation of “Secondary Items,” and the assign 
ment to depot commanders of the responsibility for stock replenishment of such 
items, is a sound step toward efficient merchandising of these items. Their 
supply records of “Secondary Items,” however, are much more extensive than 
needed to manage the supply system, and the complete duplication of such 
records at stock control points is uneconomical and unnecessary. 

185. Critical appraisal of the contents of supply records and reports produced 
in the fifteen EAM operations observed leads to the conclusion thirteen of those 
fifteen EAM operations are not being efficiently conducted. 

186. No evaluation could be made of the efficiency and economy with which 
statistical data were collected, interpreted and presented at Department of the 
Army levels because such data were too fragmentary to permit analysis. 


, 
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Relationship between quality of supply records and efficiency of processes on the 
one hand, and administrative activities on the other 


Quality and efficiency related to competence of staffs 

i87. The quality of the personnel in the working staffs of the stock record- 
keeping activities surveyed appeared to be fully as good as would be found in 
similar activities in commercial enterprises. The adequacy of pay rates varied 
between communities, with the impression being that Army rates were some- 
what low in geographical areas where competition for people was most intense, 
such as in New York, Detroit, San Francisco. - As a general thing, the employee 
turn-over in lower grades appeared excessive, but at almost all places this loss 
of experience was somewhat offset by the retention of the skill and experience 
of “key” members of the working staffs who had advanced to higher pay grades. 
With some individual exceptions, the quality and efficiency of supply reporting 
activities was not adversely affected by the inherent quality of the personnel 
of the working staffs. 

188. The survey teams were favorably impressed by the quality of civilian 
personnel in local supervisory capacities, and by their experience, competence, 
and devotion. This was particularly apparent among civilian supervisors of 
EAM operations. 

189. In the Quartermaster and Chemical Corps and in the Continental Army 
MRU there was noted a tendency to install military personnel as supervisors 
in EAM activities. Generally, such military personnel was without extensive 
experience in either stock records or EAM activities, and were more or less in 
training for some broader purpose. The installation of such military personnel 
may be justified for training purposes only, but could not be justified by their 
contribution to current stock record-keeping performances. In the Ordnance 
Corps, such military personnel as were observed were in positions of top re- 
sponsibility, and were entirely reliant upon experienced civilian supervisors. 

190. At Headquarters of the Technical Services surveyed, the civilian and 
military personnel responsible for stock record-keeping activities at subordinate 
levels appeared competent in OQMG, but somewhat less than adequate in OCO 
and OCCO. In G-4 policy levels, there appears to be an adequate number of 
experienced and competent supply men, both civilian and military. The staffs 
of the Comptroller of the Army which are directly concerned with the collection, 
interpretation and presentation of supply data do not appear to include a suffi- 
cient number of men who are skilled or long experienced in the areas of procure- 
ment and distribution. 

Quality and efficiency related to supervision (above the operating levels) 

191. As a general rule, departmental units which maintain supply records are 
under the immediate supervision of someone who is neither directly concerned 
with the quality of the product or particularly skilled in statistical processes. 
In the Ordnance Corps, the practice is to include stock record units in the Stock 
Control group. Quartermaster and Chemical Corps generally assign supervision 
of stock record units to a “Services” office of one designation or another. At 
Continental Army Headquarters, they are performed by MRU supervised by 
the Adjutant General. The conclusion reached by the survey group is that the 
most effective supervision would be to place stock record-keeping under the 
direction of those most directly concerned with the quality of the product—such 
as G4 officers at Continental Army Headquarters, heads of stock control activi- 
ties at distributive points, etc. The relationship of the quality of records to 
the quality of local supervision of record-keeping activities is obscured by the 
greater effect of the quality of supervision and assistance from higher levels. 

192. In OQMG, supervision of field stock record-keeping activities is the re- 
sponsibility of the Logistics Compilations Branch of the Supply Division, and is 
appraised as being very well done—with frequent field contacts, occasional con- 
ferences with centrally maintained reserves of trained men, and with facilities 
for “trouble shooting” assistance when needed. In OCO, the Field Service Divi- 
sion assigns responsibility for supervision of stock records to the Operations 
Branch, which possesses no facilities for field supervision, “on the job” or con- 
ference training, and maintains no reserves of trained personnel or facilities for 
“trouble shooting.” In OCCO, supervision of stock records is divided and in- 
adequate. By inductive reasoning, the conclusion is reached that the most effec- 
tive supervision of supply record-keeping activities would develop by delegating 
this responsibility to the organizational unit within each Technical Service most 
directly concerned with the quality of the end product. For example, OQMG and 
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OCCO, Supply Division; OCO, Field Service Division. Admittedly, the inclusion 
of procurement records is inconsistent, but it seems to be the best that can be 
done within the general pattern of Technical Services organizations. There is 
a distinct and readily traceable relationship between the quality of records and 
efficiency of processes on the one hand, and the quality and adequacy of Tech- 
nical Services supervision on the other. 

198. The lack of uniformity in the Technical Services implementation of Supply 
Record Regulations and directives published by the Assistant Chief of Staff, G+, 
is tangible evidence of the latter’s lack of effective supervision of supply record- 
keeping activities. The accomplishment of central management of the Supply 
System requires that a uniformly high quality of records be maintained in accord 
with published standards. Such is not now the case, and the quality of data 
used to guide and control the supply system at all levels is frequently less than 
satisfactory. 

194. By statute and regulations, the Comptroller of the Army is delegated top 
responsibility for statistical reporting. In the installations surveyed, there 
appeared no tangible evidence of the effective implementation of this assigned 
responsibility. The need for such general policy supervision was frequently 
noted, particularly in areas bearing upon accounting and auditing policies which 
have contributed to the congestion of reporting facilities. 

Quality and efficiency related to procedures, practices, forms, and equipment 

195. The quality of essential supply records is adversely affected by the pro- 
cedures and practices which permit or require the inclusion of great masses of 
nonessential and trivial data. These trivia include perpetual inventories on every 
size of every color of every number in every applicable location, account, and 
condition. They include the assumed necessity of preparing Transaction Reg- 
isters. In an over-all sense, they probably contribute more to inefficiency and 
high record-keeping costs than any other influence. 

196. The procedures and practices used by the Quartermaster Corps generally 
meet all tests of efficiency and economy and produce records of quality (except 
ing only the effect of trivia commented upon above). In the Ordnance Corps (1) 
stock record procedures in ammunition are an excellent example of a well-engi 
neered manual system; (2) the “Major Item” record system is clumsy, inefficient, 
and produces records which are not of consistently good quality: and (8) the 
“Secondary Item” systems are not well designed, cut-offs are unrealistic, and 
resulting records not always reliable. Chemical Corps systems are not well engi- 
neered and reports are inefficiently and uneconomically prepared. 

197. The practice of using EAM equipment as repetitive typewriters is neithe 
efficient nor economical. The custom of reproducing decks of cards and shipping 
them to stock-control points for consolidation is inefficient ant uneconomical 
because of the inclusion of hundreds of thousands of cards containing trivial data 
of no material consequence in stock-replenishment actions. Such practices are 
very wasteful of EAM machine time, cards, paper, shipping facilities, manpower, 
and money. 

198. The Ordnance Corps practice of permitting local improvisations of forms 
and systems frequently results in local inefficiencies and poor quality of reports, 
which adversely affect subsequent record-keeping activities. The survey group 
concludes that quality of records and efficiency of processes is largely dependent 
upon uniformity of procedures, practices, and forms within similar operations 
in a Technical Service. 

199. Nearly every report in the Supply area is at one stage or another processed 
through Electric (Punched Card) Accounting Machines. In some areas EAM 
operations are conducted with mechanical efficiency ; in others the efficiency rating 
is very low. In all areas large waste results from the recording of nonessential 
and trivial data. Half or more of the volume of Supply records and reports now 
being produced by EAM could be eliminated without significant effeet upon any 
Army operation. The general belief that Electric Accounting Machines are essen- 
tial to efficient stock record-keeping was not supnorted by any evidence developed 
during the survey. Reduction in the number of accounts, elimination of trivia, 
and discontinuance of Transaction Registers will reduce the EAM workloads to 
a point where other methods may be more efficient in many installations. The 
Army’s facilities for objective analysis of EAM performance is not strong enough 
to successfully combat the effect of IBM sales-promotional influence. 
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Quality and efficiency related to instructions, manuals, and other guidance 

200. The product of supply record-keeping activities is no better than the in 
structions, manuals and other guidance under which such activities are con 
ducted. This self-evident truth sets the standard against which instructions, 
manuals and other guidance are herein appraised. The Quartermaster Corps is 
rated in this respect as having an excellent and effective set of manualized in- 
structions, which supported by consistent training and supervision, is efficiently 
producing records of sound quality—excepting only the inclusion of trivia. The 
Ordnance—ammunition systems are adequately manualized, and, if supported 
by consistent training and supervision, are capable of efficiently producing sound 
records. The Ordnance—Major Item and Secondary Item systems, and the 
Chemical Corps systems are not sufficiently detailed and explicit to accomplish 
uniformly sound operations. Instructions relating to the preparation of the 
Equipment Status (No. 212) report series are explicit but unsound in some 
respects. Accounting and auditing record processes are intermingled with stock 
record processes. The accounting and auditing instructions are inadequate and 
contribute to the wasteful inclusion of much trivia in stock records. 

Quality and efficiency related to degree of detail or fineness of breakdown 

201. As a general rule, the Army supply record and reporting systems are a 
patchwork intermingling of operating, merchandising, accounting and auditing 
data designed more to suit the mechanical limitations of EAM equipment than to 
best serve the purposes of the respective users. In attempting to serve so many 
purposes, the reports are overworked and contain an overwhelming mass of non 
essential detail. A typical Transaction Analysis report, the primary purpose 
of which is to classify and summarize transactions for stock-control use, uses 
about two-thirds of its informative columns to record data of no use in stock 
control, throws meaningless sub-totals every two or three lines, and never does 
come up with the essential figures of “total demand” for any location. A typical 
Stock Availability report lists stock on hand in sequence of “accounts” rather 
than “locations’—the latter being the principal determinant in replenishment 
actions. At no place are figures of supply and demand brought into juxtaposi- 
tion for efficient determination of replenishment actions. 

202. Accounting policies which permit or require the maintenance of a sepa- 
rate “set of books” for every size of every color of every item in every location 
and condition, regardless of value, are obviously unsound. Auditing policies 
which permit or require the preparation of Transaction Registers are clearly 

yasteful. 


Quality and efficiency related to general organizational structure or methods of 
substantive operation of the Army agency concerned 


203. The flow of supply data through the Continental Army surveyed was out- 
side of command channels, and had the effect of depriving intermediate com- 
mand levels of data on equipment status of units within their respective com- 
mands. 

204. The Quartermaster Corps’ organization structures in the supply area have 
clearly defined responsibilities, are independent in resources, and self-supporting. 
In the Ordnance Corps, the District Offices, stock control points, Key Depots, 
arsenals and distributive points have areas of overlapping responsibilities which 
complicate the flow of supply data. The Chemical Corps has the disadvantage of 
its supply statistical unit located some sixty miles from its Major item stock 
control office. 

205. The Assistant Chief of Staff, G—4, while having the responsibility for 
publishing regulations which govern the supply system, apparently lacks facili- 
ties for the direct supervision of the implementation of such regulations at 
subordinate levels. 

206. The Comptroller of the Army, with over-all responsibility for statistics, 
has not yet fully utilized all of his facilities to accomplish the maximum 
quality of records and efficiency of processes. These facilities, which appear 
to be adequate, in their potential, at least, include extensive field audit staffs, 
a large Management Audit staff, a Technical Liaison Branch, Reports Control 
Branch, Property Accounting Branch, and functional relationships with Comp- 
trollers at subordinate levels. 
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SUMMARY OF RECOMMENDATIONS—Panrt I 


Continental armies’ (class I) reporting systems 


207. Recommend that Equipment Status (#212) reports for Troop 
Units be prepared by monthly transcripts from Company Property 
Records to preprinted lists which contain, for each TO/E organi- 
zation, the bases for the ready computation of Total Allowance and 
Operating Allowance figures. Recommend that reports from Station 
stockrooms be prepared by monthly transcripts from Station stock 
records to preprinted lists. This plan will obviate the use of EAM 
equipment as a repetitive typewriter in typing certificates. 

208. Recommend that #212 reports be routed upward through 
command channels for progressive assumption of responsibility for 
accuracy, and that information copies be provided for post, Camp or 
station commanders, for Technical Services and G—4 officers at 
Continental Armies Headquarters, and that the Continental Armies 
Comptrollers receive copies for interpretation and presentation of 
data to Army commanders. Recommend that specific tests be con- 
ducted to determine the most economical means of preparing sum- 
maries, i. e., EAM or Comptometer. 


Transaction registers 


209. Recommend discontinuance of Transaction Registers, with 
the Audit Division, Office, Comptroller of the Army, prescribing the 
documents to be retained for purposes of audit. 


Technical services’ (class II) reporting systems 


210. Recommend that the “working” reports (Transaction Analy- 
ses and Stock Availability) be cleared of trivia by— 


(1) The establishment in each Technical Service of a “Second- 
ary Item” classification to include all low-unit-value, commer- 
cially available, expendable items; all items of infrequent issue ; 
and all items on which stocks will meet contemplated needs for, 
say, the next two or more years. 

(2) Assignment of responsibility for stock replenishment of 
such items to Depot Commanders, who would requisition directly 
upon designated manufacturers under “open end” or “blanket” 
contracts. (Note.-—The Government Operations Subcommittee 
of the Committee on Expenditures in the Executive Departments, 
in a draft report dated 28 February, stated “* * * very 
little use is being made of ‘open end’ contracts * * *. Ob 
viously, the use of contracts of such nature reduces the amount 
of paper work incident to, as well as the expense of making indi 
vidual purchases, They are particularly appropriate and bene 
ficial in the small purchase area.” 

(3) Apply to such items the simplest possible methods of deter 
mining the need of stock replenishment, i. e., marked bins, peri- 
odie stock checks, ete. 

(4) Discontinuing all perpetual inventory records and reports 
on such items, and substitute therefor a quarterly stock check 
report on quantities segregated for various mobilization pur- 
poses. 

(5) Abandoning the practice of keeping stock balances for 
every size of every color of every item by acounts—i. e., Army, 
Army ROTC, Army ORC, Army NG, Air Force, Air ROTC, Air 
ORC, Air NG, MDAP, ete. An accelerated application of the 
Stock Fund principles would help accomplish this purpose. 
( Vote.—The House subcommittee draft report referred to above, 
states “The Subcommittee therefor recommends that the Secre- 
tary of Defense consider the taking of such action as may be 
necessary to convert the Tank-Automotive Parts Center to a stock 
fund operation at the earliest posible date, and to notify the 
Subcommittee of his decision in the matter. Further, the Sub- 
committee recommends that a solution to the Department of the 
Air Force’s “equity” of $200,000,000 in Army parts stocks be de- 
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veloped so as to eliminate unnecessary processing, in a manner 
satisfactory to the House Appropriations Committee.” 

(6) Establishing firm policies prohibiting the issue of such G-4 
items in uneconomically snrall quantities, requiring the users to 
make local purchases of quantities to small for economical issue. 
211. Recommend that all Technical Services be required to con- G4 
sistently record “Due In,” “Due Out” and “Stock Level” figures in 
> accord with applicable regulations. Recommend the recording of 
assets in transit between depots only on identifiable major items, such 





i as tanks, trucks, artillery, ete. 

212. Recommend that comparative procurement—delivery records G-4 
flow to Offices, Chiefs of Ordnance and Chemical Corps, on all items OCO 
which may be identified from time to time as representing problem OCCO 
areas in supply, to be there used as a follow-up mechanism. 

213. Recommend that Ordnance District Offices and Chemical Pro- G4 
curement Offices specify to depots the consignee depots and estimated OC O 
delivery dates on all procurement actions—thus making it possible OCCO 

BS for depots to establish realistic “Due In” figures for guidance in 

ig handling requisitions, extracts, replenishment actions, and so forth. G 
be 214. Recommend that the Ordnance Corps’ Major Item Status 1-4 
a Reporting system be redesigned to incorporate the principles of the OCO 
re Ordnance-ammunition reporting system—thus obviating the typing 
} and retyping of monthly reports. 
i 215. Recommend that the Chemical Corps discontinue its attempt G4 
fe to maintain stock records on centralized EAM at Edgewood; that oago 
r it discontinue the flow of original documents from depots into Edge- 

wood; and that it adopt a manual record system patterned after 

the Ordnance-Ammunition reporting system. 
i 216. Recommend that the Ordnance Corps discontinue the practice 14 
f of maintaining locally improvised hand-posted records at Second- oco 
ary Item Key Depot and stock control points. 

217. Recommend that the Quartermaster Corps’ Station Stock G4 
Status Report (Subsistence) be prepared on preprinted lists rather OQMG 
than EAM. 

218. Recommend that the Quartermaster Corps’ procurement G4 
records reduce from eighteen to three the number of codes used to OQQMG 
designate reasons for delinquent deliveries—each with appropriate 
comment, The three suggested are: manufacturers’ fault, Army’s 
fault, and beyond control. 

Department of the Army reporting systems 

219. Recommend that supply records be subdivided into three dis- Compt. 
tinct classifications—(1) Major procurement program, (2) Supply G-4 
program, and (3) Major special procurement programs. Recommend 
that the Comptroller of the Ariny produce matériel reports in these 
subelassifications as follows : 

(1) Major procurement program: (Army program #9) for Compt. 
major items of equipment consisting of weapons, vehicles and G-—4 
ij other items of major importance, recommend that records show 
; by items, for the current and next succeeding fiscal years, (a) 
; quantity required to meet objectives of all authorized programs, 
(b) quantities for which the budget provides funds, (¢c) quan- 
i tities under contracts or other procurement actions—with con- 
; tract delivery schedules by months to end of next fiscal vear, and 


(ad) actual deliveries by months—with realistic delivery projec- 
tions by months to end of next fiscal year. Recommend that 
figures be cumulative. (Note—The Offices, Comptroller of the 
Army and Assistant Chief of Staff, G-4, have developed the 
groundwork for such a report in Army Progress Report 9A, first 
issued as of 31 March 1951. Only minor alteration would be 
required by the foregoing recommendations.) 

(2) Supply program: (Army program #10) for supplies and Compt 
equipment, recommend that principal reliance for inventory con- G { 
trol be upon the adherence by Technical Services (closely super- 
vised by G—4) to Regulations which prescribe the bases of es- 
tablishing “Stock Levels.” and the control of inventories within 
these prescribed limits. Recommend that “Stock Level” figures 
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Compt. 
G4 


Compt. 
G—4 


Compt. 


be subdivided into two parts, (a) stocks being accumulated in 
excess of current needs to meet programmed purposes, 0n which 
the “Stock Level” figures become program objectives, and (b) 
stocks maintained to meet current supply needs, on which nor- 
mal turnover is to be accomplished. For the former, recommend 
quarterly “stock check” approximations of progress in relation 
to objectives. For the latter, recommend that perpetual in- 
ventory records be discontinued, with reliance upon systems de 
scribed in paragraph 210 for control of inventories. Recommend 
that depot operations be reflected in reports which will show 
comparative workloads, costs, etc. Such reports are now being 
designed by Offices, Comptroller of the Army and Assistant Chief 
of Staff, G4. 

(8) Major special procurement programs, such as facilities, 
tools, lumber, petroleum, wool and cotton goods. Recommend 
schedules similar to those described in paragraph 219—(1). 

(Note.—The recommendations in this paragraph appear to 
meet the requirements imposed by the President at a meeting 
on the defense production program, 27 April 1951.) 

220. Recommend that the Offices, Comptroller of the Army and As 
sistant Chief of Staff, G4, jointly issue to higher levels, simultane- 
ously with the issuance of reports described in paragraph 219, 
analytical statements interpreting significant figures and trends 
within the accompanying report series. Recommend that these ana- 
lytical statements be designed to (1) be informative on general 
trends, and (2) be specific in identification of problem areas as pre- 
cise follow-up mechanisms for management of the supply system. 
As a step in the Comptroller participation in the foregoing recom- 
mendation, recommend that applicable members of the Comptroller 
staffs undergo a thorough orientation in all of the supply processes. 
Supervision of the supply reporting system 

221. Recommend the adoption of an organizational policy of placing 
local stock record-keeping activities under the direct local super- 
vision of those most directly concerned with the quality of the end 
product—such as G—4 officers at Continental Army headquarters, 
heads of stock control activities at distributive points, ete. 

222. Recommend that Ordnance and Chemical Corps provide organ- 
izational facilities patterned after those utilized so effectively in the 
Quartermaster Corps to accomplish close supervision over staffing, 
training and operations of field stock record-keeping activities—in- 
cluding field supervisory controls not less frequent than quarterly ; 
“on the job” and conference training as required, but not less often 
than semi-annually; and direct “trouble shooting’ assistance as 
needed. Recommend that reserves of trained personnel, particularly 
civilian supervisory personnel be maintained. Recommend that these 
supervisory facilities be located within the organizational units most 
directly concerned with the quality of the end product, i. e., OCO, 
Field Service Division; OCCO Supply Division. 

223. Recommend that the Supply Division, Office, Assistant Chief 
of Staff, G—4, provide organizational facilities through which it can 
accomplish uniform application of G—4 directives throughout the 
Technical Services. Recommend that such facilities include suf- 
ficient skilled personnel to make at least semi-annual inspections 
of every procurement office and distributive point for the specific 
dual purposes of (1) appraising and reporting the status of imple- 
mentation of G—4 supply directives, and the quality of records and 
efficiency of processes, and, (2) gathering field data in these areas 
as the basis for improved directives. Recommend that such facilities 
also include the means of collecting, interpreting and acting upon 
all applicable reports of the Inspector General, Army Audit Agencies, 
Management Surveys and other data regarding supply conditions in 
the field. 

224. Recommend that every possible effort be put forth to expedite 
the establishment of effective Comptroller organizations at subordi- 
nate levels, as a means of implementation of the responsibilities 
assigned to the Comptroller of the army by Title IV, Public Law 
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216. To accomplish the foregoing objective in an organized manner 
and as expeditiously as possible, recommend that a Division, Office, 
Comptroller of the Army, be created fer the explicit purpose of guid- 
ing and expediting the staffing and training of Comptroller organi- 
zations at subordinate levels, and for the continued staff supervision 
of the performance of such organizations. Recommend that the 
Division herein described have three branches : 

(1) Personnel.—to define the qualifications of key personnel, 
advise on relative military ranks and civilian grades, search 
out sources of manpower, establish and maintain reserves of 
trained men, and guide assignments and promotions—all within 
established channels. 

(2) Truining.—to supervise and correlate the preparation of 
training material, and conduct organized training courses in all 
phases of Comptroller activities—both in classrooms and “on 
the job.” 

(3) Staff supervision—to be comprised of a specialist in each 
of the five Divisions of the Office, Comptroller of the Army; to 
rotate among Comptroller organizations at subordinate levels 
for the dual purpose of (1) advising on current operations, and 
(2) gathering data in the field on progress and problems within 
the Comptroller areas as guides to Army-wide treatment. 

225. Recommend that the Management Division, Office, Comp- Compt. 
troller of the Army, organize to accomplish effective control over 
all phases of the use of Electric Accounting (Punched Card) Ma- 
chines—extending from control over the authority for use to close 
supervision of the intelligent use of existing equipment. 

226. Recommend that the basic principles of EAM operations be 

standardized throughout the stock record-keeping activities of the 
Army, with forms and procedures subject to standard engineering 
design under the staff guidance of the Office, Assistant Chief of Staff, 
G4. Recommend that G4 organize to provide a staff of technically 
competent men of sufficient breadth and stature to effectively ex- 
plore stock ‘record-keeping processes at policy-making levels, and 
all EAM users should have access to this skilled guidance in all mat- 
ters pertaining to EAM operations in the supply area. Recommend 
that this skilled staff regularly analyze all EAM records and reports 
where there is indicated evidence of inefficiency and of practices 
which produce nonessential data. Recommend that the IBM Cor- 
poration be required to use the twenty-five technicians which it 
states it has available for the exclusive use of the Army to make a 
regularly scheduled tour, under the direction of G—4, of all Army 
IBM installations fer the objective purposes which characterized 
their analysis of IBM operations at Army Chemical Center, Edge- 
wood. 

227. Recommend that the Management Division, Office, Comptrol- Compt. 
ler of the Army, which regularly conducts extensive Management 
Audits, establish faciilties by which the problem areas exposed by 
these Management Audits are regularly studied for the widest pos- 
sible application to organizations other than those being surveyed; 
guide publication of appropriate Regulations or instructions; and 
follow through on implementation. Recommend that the foregoing 
be done concurrently with the conduct of the surveys, without await- 
ing formal reports, in order that full advantages be obtained as 
quickly as possible. 

228. Recommend that the Audit Division, Office, Comptroller of 
the Army, broaden their sphere of interest to include examination of 
the implementation of G—4 Supply directives and other readily de- 
tectable inefficiencies—and report defects in an organized way to 
the Management Division, Office, Comptroller of the Army, for 
prompt Army-wide corrective action. 

229. Recommend that the facilities of the Inspector General be 
regularly used to examine and report on the implementation of key 
directives in the Supply area. 

230. Recommend that the Reports Control Branch, Program Re- Compt. 
view and Analysis Division, Office, Comptroller of the Army, estab- 
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lish the facilities needed to prevent trivia from encroaching upon 
authorized reports, by organized reviews of typical issues of com- 
pleted reports, with a searching analysis of the contents for evi- 
dence of the inclusion of data not contemplated when the report 
forms were originally authorized. 
Instructions, manuals, and other guidance in supply reporting system 
231. Recommend that the Ordnance and Chemical Corps be re- 
quired to materially strengthen the staffs assigned to the develop- 
ment of procedures and manualization of instructional material— 
and that procedures be manualized in specific detail, in a pattern 
which has been successfully established by the Quartermaster Corps, 
Recommend the elimination of all locally improvised systems and rec- 
ords, and the exact standardization of all related activities. 


SUMMARY OF RECOMMENDATIONS—Part II 


Introductory note 

232. The surveys reported herein were conducted within the comparatively 
harrow assignment of examination of adequacy, reliability and timeliness of 
existing records and reports in the Supply area. The performance of the as 
signed analyses, however, brought the survey group into contact with other 
problem areas in which there appeared substantial evidence that examination 
could be profitably pursued. Accordingly, this section is appended to the formal 
report to catalog matters which, while outside the scope of the survey, should 
be examined with a view to reaching conclusions, 


Recommended areas for further examination 

233. In the Ordnance Corps, the survey disclosed substantial reasons for the 
belief that performance could be improved by a clarification of the organization 
structure to permit clear, sharp definitions of responsibilities at all levels. The 
underlying organizational philosophy of decentralization of authority is sound 
if accompanied by clearly defined responsibilities, clearly stated objectives, 
clearly prescribed formulae and methods, and the statistical and supervisory 


means of retaining centralized control. However, in practice, Ordnance Corps 
responsibilities and objectives are not always clearly defined, nor are formulae 
and methods adequately prescribed, and statistical and supervisory controls 
are not adequate to the needs of centralized control of such widely decentralized 
authority. In Secondary Items, areas of overlapping authority for stock re- 
plenishment exist between depot commanders, key depots and stock control points, 
and procurement responsibilities. are irregularly divided between depot com- 
manders, stock control points and district offices. Recommend that the man- 
agement audit team now surveying the Ordnance Corps devote particular atten 
tion to the development of concrete suggestions for strengthening the organiza- 
tion structure of the Ordnance Corps. 

234. In all Technical Services surveyed there were indications that the 
determinations of procurement actions were not always controlled by specific 
formulae. Determinations as to what quantity to buy, for what delivery date 
and to what destinations, are being made hundreds of times daily, and the 
soundness of the logistical programs is dependent upon the aggregate soundness 
of the judgment used in these individual determinations. Frequent changes 
in broad strategic plans, and the ever-shifting balances between supply and 
current demand affect all of the complex machinery of procurement and dis- 
tribution. The precise formulae for the uniformiy sound accomplishment of 
the logistical programs should be carefully prescribed, and their applications 
consistently supervised. A step in this direction has been taken by the Harvard 
Group’s preliminary survey of Major Item policies and practices. The importance 
of continuing attention to these matters was emphasized in a statement by 
the President at a meeting on the Defense Production Program, 27 April 1951. 
Recommend that experienced merchandise men participate in the continued 
analyses of this problem area. 


AD HOC ADVISORY COMMITTEE 


L. W. Hoelscher, Chairman, Special Assistant to the Comptroller of the Army. 
Robert D. King, Special Assistant to Chief, Supply Division, G—4. 
S. Peter Langhoff, special consultant to the Secretary of the Army. 





FIELD CONFERENCES ON FEDERAL SUPPLY MANAGEMENT 697 


W. H. Heavey, Colonel, GSC, Chief, Program Review and Analysis Division, 
Office of the Comptroller of the Army. 

G. J. Zimmerman, Colonel, .GSC, Chief, Management Division, Office of the 
Comptroller of the Army. 

Sol Ruddel, Deputy Chief, Program Review and Analysis Division, Office of the 
Comptroller of the Army. 

Carl Martini, Assistant Chief for Management Audit, Office of the Comptroller 
of the Army. 

SURVEY TEAM 


Harold Pearson, Project Director, special consultant to the Secretary of the 
Army. 

Howard E. Hamilton, Lieutenant Colonel, GSC, Program Review and Analysis 
Division, Office of the Comptroller of the Army. 

Hugh F. Richardson, Major, GSC, Program Review and Analysis Division, Office 
of the Comptroller of the Army. 

Neville W. Davison, Major, GSC, Distribution Branch, Supply Division, Office 
of Assistant Chief of Staff, G-4. 

William E. Gamble, Jr., Program Review and Analysis Division, Office of the 
Comptroller of the Army. 

James T. Daly, special consultant to the Secretary of the Army. 

Ernest E. Blanche, Ph. D., chief statistician, Control Office, Office of Assistant 
Chief of Staff, G—4. 

Floyd E. Welsh, special consultant to the Secretary of the Army. 

George L. Whalley, special consultant to the Secretary of the Army. 

Roscoe T. Crane, special consultant to the Secretary of the Army. 


x 





